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THE WHITE HOUSE j

WASHINGTON

January 24, 1979

MEMORANDUM FOR: THE PRESIDENT
FROM: STU EIZENSTAT yﬂv
SUBJECT: State of the Union Message

Attached is the proposed State of the Union Message,
currently scheduled to be sent to Congress by you tomorrow.
(A FPriday release had originally been planned, to ensure
weekend coverage, but that would now interfere with your
press conference on that day.)

Because of your need to focus on the State of the Union
speech, and because you decided last year that you did

not need to read the Message, I have not been forwarding
drafts of the Message to you.

As was true last year, I do not believe you need to read &
this Message. It is a comprehensive description of our
legislative program for the year (as well as a partial
description of accomplishments to date). In the domestic
area, we have attempted to remove controversial state-

ments and have avoided any commitments you have not

already approved. The domestic section has been approved
by OMB and CEA, and incorporates comment from the White
House senior staff. The foreign policy section was

prepared by Zbig and has been approved by the State
Department.

The Message is obviously lengthy, though it is not much
longer than last year's version. While not many people
may read the whole document they will read the sections
of particular interest to them. For that reason, we

have tried to include a meaningful description of our
agenda in every legislative area of Presidential interest.

If you approve, we will proceed on schedule and have a
final draft to you tomorrow.

Electrostatic Copy Made
for Preservation Purposes
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TO THE CONGRESS OF THE UNITED STATES:

My State of the Union Address was devoted to what
I believe are the highesg priorities facing our Nation
in 1979. |

However, my Administration's time and effort this
year will also be focused on a significant number of other
important initiatives and goals. I am sending this State
of the Union Message so that the Members of the 96th
Congress are presented with a full picture of‘my basic
legislative program in domestic and fdreign affairs for
the year.

Over the past two years, my Administration has
developed a very cooperative relationship with the Congress.
That relationship not only resulted in the extraordinarily
productive record of the 95th Congress, but will provide
the foundation for a renewed sense of trust and confidence
by the American people in their government.

We have an enviable record to match. But with your
help, the 96th Congress can meet this challenge. My
Administration and I are eager to help in the effort.

OQur basic goals will be to work with you to build
solid foundations for the next century on the quicksand
we inherited -- a solid economic foundation of stable .
prices and continued growth -- a solid foundation for
a more efficient, less intrusive Federal governmént ~-= a

solid foundation for world peace and American security.

FOUNDATION FOR PROGRESS

When I took office two years égo, the country faced
serious domestic problems:

o] the economy had not recovered fnpm a recession;

0 unemployment was intolerably high at 7.8%, with

7-3/4 million Americans out of work;
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the Nation had no sound energy policy and oil
imports were rising rapidly;
the Federal government was operating inefficiently
in numerous vital areas;
trust in the openness and integrity of the
government was low; |
major social problems were being ignored or

inadequately addressed by the Federal government.

In the ensuing two years, we have tackled these

problems head-on. While problems cannot be solved overnight,

real progress has been made:

o

the economy has strengthened -- real Gfoss
National Product has increased 10% and real
disposable personal income has increased 8.9%;
unemployment has decreased by 25% since my |
election, from nearly 8% to 5.9%; over 7.3

million new jobs have been created; total
employment has reached a record of 95.9 millions

a comprehensive national energy policy has been
enacted and a Department of Energy created to

help implement it;

the first reform.of Civil Service System in nearly
a century was enacted; 6 reorganization plans

have been approved and implemented; the Federal
paperwork burden has been reduced by 10%; inspectors
general are being placed in departments and
agencies to‘help find fraud and abuse; zero-based
budgeting practices have been instituted throughout
the government; several hundred million dollars
have been saved through sound cash management
reforms; regulations are being written in simple
English, and a Regulatory Council has been estab-
lished to develop the Nation's first regulatory

calendar and agenda;
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a renewed sense of confidence and faith in the
government has been established;

loﬁg-ignored domestic problems have been

attacked aggressively; the Nation's first urban
policy was developed and substantially implemented;
the Social Security System was re-financed to
assure iﬁs long run solvency; the Humphrey-Hawkins
Full Employment Act was passed; aid to education
has been expanded by 50%; and a welfare reform
program was developed and debated in COngress

and will sérve as a foundation for our efforts

this year to overhaul the welfare system.

Over the next year, our domestic program will

concentrate on further developing a new foundation for

progress in each of several areas:

(o]

INFLATION

restraining inflation, while continuing to
pursue our employment and oﬁher economic and
budgetary goals;

making government more efficient and effective;
enhancing basic human and social needs;
protecting rights and liberties; and

preserving and developing our natural resources.

My Administration's major domestic priority is to

reduce the rate of increase in inflation. That is clearly

the major domestic concern of the American people, and it

is the problem they are looking to us to help solve.

Inflation places a cruel burden on the poor and on those

on fixed incomes. It serves as a disincentive to investment.

It threatens our continued economic growth and job creation.
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I am determined to meet the challenge now before us.
Last October I announced an anti-inflation program ﬁhich
can aid significantly in the effort to reduce inflation.
It is a tough and responsible voluntary program.

Throughout this year, we will be working to implement
our anti-inflation program. Part of the program requires
new legislation, and we intend to work closely with you
in developing and enacting that legislation.

The effort to reduce inflation will be one of the
most difficult battles our government has undertaken in
many years. But it is not a battle we can afford to lose.

With your cooperation, we can and will win.

THE 1980 BUDGET

| In announcing my anti-inflation program last year,
I made a commitment to the American people to reduce the
budget deficit for fiscal year 1980 to $30 billion or less.
The bﬁdget I submitted to the Congress honored that
commitment. The FY '80 budget projects a deficit of $29
billion, which is less than half the deficit I inherited

two years ago and represents the smallest budget deficit

in the last six fiscal years.

The FY '80 budget has $531.6 billion in projected
budget outlays, which is an increase of only 7.7% above
the previous year. That is the smallest annual increase

in Federal spending in the last seven years.

The $531.6 billion spending total also means that
we Wwill be meeting my goal of reducing Federal spending

to about 21% of Gross National Product one year ahead of

schedule.

The decisions I had to make in restraining spending
were obviously difficult. But if we are to succeed in
breaking the back of inflation, Federal spending must be
restrained to set an example for the private sector. If
there were easier solutions, they would have been taken

by now.
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Finally, I want to emphasize that my FY '80 budget,
does not neglect the basic needs of the disadvantaged,
the poor, and the unemployed. For instance, the budget
will provide $4.5 billion ih increased assistance to the
poor. It also will provide a total of $11.2 billion for
badult and youth employment and training programs, which
will be espédially.targeted to the disadvantaged and
long-térm unemployed.

In short, this budget is austere, but it also maintaingw
our commitment to heip those in our country who most need

help.

HOSPITAL COST CONTAINMENT

One of my highest legislative priorities for this year
is hospital cost containment. Clearly the most inflationafy
part of health care costs in reecent years has been in the
hospital industry. Last year, hospital charges grew at
the rate of about 13 percent. Experience in several States
has shown that through programs such as the one I will
propose, hospitals can save money and reduce costs through
sound cost containment practices. I expect to shortly
- propose hospital cost containment legislation which will

build on the proposal passed last year by the Senate.

REAL WAGE INSURANCE

I have proposed to the Congress a real wage insurance
program to protect employee groups that comply with the
7% voluntary wage standard against losses in purchasing
power_if inflation exceeds 7%. If inflation exceeds 7%,
these employees will receive a tax refund equal to their
1979 income up to $20,000 times the difference betweeh the
actual inflation rate (up to 10%) and 7%. This program
wiil give workers a strong economic incentive to cooperate
with the voluntary pay standards I have established, thereby
helping to break the wage/price spiral that is at the root

of the current persistent inflation.
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This is a novel approach to the inflation problem.
But the persistence of high inflation for the past ten
years makes it clear that new solutions are needed.
Innovative approaches must be added to the arsenal if we
are to break the back of inflation. Real wage insuranée
represents the type of innoVative approach which is
required: it will provide a significant tax benefit for
those working people who participate in helping to reduce
the inflationary cycle, but without raising taxes for
anyone else.

My Administration intends to work very closely with
Congress in developing and enacting a real wage insurance

law.

VOLUNTARY PAY AND PRICE STANDARDS

It is vital that our program of voluntary pay-price
standards can succeed. At stake is the reduced rate of |
inflation that all Americans demand and deserve. The
cooperation of business and labor is obviously essential,
and we have already had clear evidence of their willingness
to join in this effort. I have already received assurance
from of the Nation's largest corporations that
they will comply with the standards. And just recently
the 0il, Chemical, and Atomic Workers Union reached agreement
on a contract with the major refineries that met the pay
standards.

Throughout this year the wage and price standards will
continually be tested. Your cooperatibn in encouraging
voluntary compliance can help ensure the standards' success.
The Adﬁinistration will keep the Congress fully informed

and involved as we work to implement this program.
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STATE AND LOCAL GOVERNMENTS

If we are to succeed in our anti-inflation efforts,
the cooperation and active participation of State and
local governments is essential. We will soon announce,
a'program which actively involves the Governors, Mayors,
County Executives, and other local officials in a
comprehensive approach to restrain inflationary pressures

within their control.

THE NECESSITIES

In recent years, the greatest inflationary burden on
the working men and women has involved necessities of
life -- food, energy, housing, and medical care. An
effective anti-inflation program must involve a series of
concerted attacks on the sources of rising prices in
these vital sectors.

In each of these areas, the Administration has
established task forces to identify existing government
policies that unreasonably inflate prices, and to
suggest actions that can be taken, at both national and
local levels, to combat inflation. In these efforts we
will work direetly with Congress, State and local

governments, and consumer groups.

MULTILATERAL TRADE NEGOTIATIONS (MTN)

I have already notified the Congress that we expect
to sign and submit for Congressional approval a set of trade
agreements which we will reach in the Tokyo Reund of the
Multilateral Trade Negotiations. With these agreements,
we expect to achieve major reductions in tariff and
nontariff barriers to international trade. These agreements
will:

-- lead to increased opportunities for U.S.

exports;
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- ensure that import competition is fair; and
- result in lower prices, increased cecompetition,
and greater prosperity for the American people.
Passage of the MTN will be one of my highest legis-

lative priorities this year.

COUNTERVAILING DUTIES

' Iﬂhave recently sent to the Congress a message urging
prompt passage of legislation permitting the waiver of the
imposition of countervailing duties on_certain imported
products. Passage is essential Eo the successful completion
of the Multilateral Trade Negotiations, and, therefore,
should be one of Congress' highest priorities at the

beginning of this session.

EXPORTS

The United States has entered a periodkwhere export
growth is essential to improve our balance of payments,
strengthen the dollar, and thereby help reduce inflationary
pressures. To do this, both the private sector and the
Federal government must plaoe a higher priority on exports.

With the National Export Policy I announced last yeér,
we are moving to meet this need. First, we are working

to reduce domestic barriers to exports so that exporters
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are not stifled by excessive governmental regulation.
Second, we are providing further incentives in the form
of better export financing and better government export
development programs. Third, we are working with our trading
partners in the Multilateral Trade Negotiations to reduce
foréign barriers to our exports and to secure a fairer
international trading system for all exporters.

Although these actions should expand our exports‘in
1979 and help us move toward a reduced trade deficit, they
will not cure our serious balance of trade difficulties
overnight. They are the first steps in an essential,
long-term effort to strengthen the U.S. position in world
trade, while reaffirming the Nation's commitment to maintain

an open world trading system and to resist protectionism.

COUNCIL ON WAGE AND PRICE STABILITY

The Council on Wage and Price Stability is playing
a vital role in our anti-inflation efforts. The Council
and its staff have the lead responsibility within the
Exegutive Branch for implementing the voluntary wage and
price standards that I have announced. Without the Coﬁncil's
continuing role, the anti-inflation effort would have a
very slim chance of succeeding.

I therefore believe it is essential that the Council,
along with its staff operation, be reauthorized early this
year with additional staff to handle the enormous
volume of work under my anti-inflation program. The
reauthorization should not contain amendments that interrupt

or restrain the necessary work of the Council or its staff. .

EMPLOYMENT

The Administration, working closely with Congress,
has made significant progress over the last two years in

reducing'unemployment and creating new jobs:
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o] The December unemployment rate of 5.9% represents
almost a 25% reduction from the December, 1976
rate.

o] Over 7.2 million more people have jobs than they
did before the beginning of the Administration.
This increase exceeds the -employment growth in
any other two-year period since World War II.

o] Total employment has reached an all-time high
of 95.9 million.

0 Over the past two years black employment is up
by 12%; and black teenage employment is up by
19.7%; adult female employment has increased by
10.5%; teenage employment overall has increased
by 11%. Although progress has been made,
unemployment remains unacceptably high for these
groups. And in inner-city areas unemployment
remains much too high for all workers.

Last year, which ended with the loﬁest unemployment

rate in 3 years, a framework for continued progress into
the next decade was established:

o] the Comprehensive Employment and Training Act
(CETA) was reauthorized at high levels for four
more years;

o] the Humphrey-Hawkins Full Employment Act became
law after many years of effort;

o] the Administration's demonstration youth programs
were extended for two more years;

0 a new partnership between the government and the
private sector to assist the unemployed was approved
by Congress with the passage of a new Title 7
of CETA -- the Private Sector Initiatives Program;
the targeted jobs tax éredit, to encourage private

-‘employees to hire our poor young people and others
who are hard to employ; and an expanded tax credit

for mothers on welfare.
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In 1979 this framework will help us continue to improve
the employment prospects for America's workers. We especially
want to improve the targeting of job creation programs to
those who most need these opportunities and to improve the
quality of the training and employment assistance for the
poor, blacks, Hispanies, youth and women.

We expect to achieve these goals through a number of
actions: |

First, we will continue working toward achievement
Qf the Humphrey-Hawkins Full Employment Act goals. We
will provide an average of 546,000 CETA public jobs, and
shift many of them to the long-term or "structurally"
unemployed. We will continue to search for the most promising
ways to reduce the structural unemployment that denies many
the opportunity for full participation in American life.

Second, we will begin implementing the new Private
Sector programs, including establishment of Private
Industry Councils in communities throughout the countby
to encourage business to hire the hard-core unemployed.

I am proposing to Congress that this effort be supperted
at a level of $400 million this year.

Third, we will continue our special efforts to provide
jobs and training programs for young workers in cooperation
with community-based organizations and the private sector.
We must meet our responsibility to provide opportunities
for young Americans to learn to work.

Fourth, we will take steps to improve the management
and delivery of employment and training services. I will
seek a reform of the Wagner-Peyser Act, which authorizes
the U.S. Employment Service, to integrate that program
more effectively into our employment and training system.
My Administration will also implement the CETA amendments,
which establishvpractices and procedures to improve the
quality of programs, provide better management and prevent

fraud and abuse.
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MAKING GOVERNMENT MORE EFFICIENT»AND EFFECTIVE

The American people are demanding a Federal government
which is effective End efficient. For the past two years,
I have worked toward that goal by reorganizing and reform-
ing the government's operation and by uncovering and
removing fraud, waste and abuse. Real progress has been
made. But the government is still not operating as
competently as I want or the American people deserve.
In 1979, we must build on the base of the last two years
to provide our people with the type of government they

deserve. Your help in this effort is essential.

REORGANIZATION

We have begun to reorganize the government through

the creation of a Cabinet-level Depértment of Energy and
the changes resulting from the six reorganization plans
gpproVed by Congress over the past two years. Those plans
helped to reshape and improve the operation of the Executive
Office of the President, the international cultural and
communications agencies, emergency preparedness agencies,
the equal employment opportunity enforcement agencies, the
Civil Service Commission, and the administration of ERISA.

- I will again propose to the Congress that a Cabinet-
level Department of Education be created. This will be
a very high priority of this Administration. Education
issues deserve far more attention and more accountable
management than they can receive in a department as large
and complex as HEW. The department would provide a
Cabinet-level official devoting full-time attention to
education and reporting directly to me. It will also enable
the Federal government to be a more responsive and reliable
partner with States, localities, and private institutions

which have primafy responsibility for education.



13

I will also be proposing to Congress reorganization
plans involving the areas of natural resources and economic
development, and will intensively pursue reorganization
studies in the areas of surface transportation, the Selective
Service system and the Alaska hatupal gas pipeline. The
natural resources and economic development assistance reor-
ganizations involve areas where overlap, duplication and
unclear authority have hamstrung our efforts. Reorganizaﬁion
here can save money and pebple. WeAwill be consulting
closely with Congress over the nextvseveral weeks before

submitting these reorganization plans.

REGULATORY REFORM

o Last year we took major steps toward réform of the
'Federal regulatory system. The dramatic reductions in
airline prices that occurred when Congress joined with us
to 1lift the heavy hand of Federal regulation illustrate
the advantages of letting the competitive market, rather
than government, control industry performance. The public
will benefit similarly through improved service, increased
competition, and lower Federal expenditures, if we reform
Federal regulation of surface transportation. I will send
to you shortly a Surface Transportation Reform Message

. dealing with the rail, inter-city bus, and trucking
industries.

In 1978 I used my authority as Chief Executive to
improve the management of the Federal regulatory process.'
I issued Executive Order 12044, setting standards to ensure
that each Executive Branch regulatory agency facilitates
public participation and avoids needless costs. A regulatory
analysis program was established under an inter-agency
Regulatory Analysis Review Group to help ensure that major

new regulations are as cost-effective as possible. The
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Executive Order also established procedures for all Executive
Branch agencies to conduct sunset reviews to reevaluate out-
dated regulations and remove them from the books wherever
warranted. Finally, I created.a Regulatory Council composed
of the Executive Branch regulatory agencies, with voluntary
participation by independent agencies, to compose a calendar
of all significant Federal regulations to be issued or
. proposed in 1979. The Nation's first Regulatory Calendar
will be published next month and will be used to eliminate
dup}ication, overlap, and inconsistent practices.

This year I will propose to Congress a number of
legislative actions that can be taken to improve the
regulatory‘pnocess. They will include improvements in specific
regulatory programs, as well as a Regulatory Reform Act
applicable to all programs.

The quality of regulations can also be improved by
providing opportunities for all interested parties to parti-
cipate in regulatory proceedings. Public involvement can
be enhanced by providing financial assistance to those whose
participation is limited by their economic circumstances.

. While many agencies have inherent authority to fuhd parti-
cipation, we will seek legislation to specifically authorize
these programs.

While I will propose a‘wide-ranging legislative program,
I will continue to oppose the legislative veto. This approach
is unconstitutional; it increases uncertainty, delay, and
badly drawn regulations; and it deflects attention from
the real solutions.

None of our actions in this area will be taken at the
expense of my deep personal commitment to protéct health
and safety in the en#ironment, the workplace, the highway,
and consumer products; and to prevent deception and unfairness
to consumers. My regulatory reform program will make needed
programs work better, cost less, and gain support among

all sectors of our society.



15
CIVIL SERVICE AND PAY REFORM

Enactmenﬁ of the Civil Service Reform Act of 1978 by
the 95th Congress represented one of the finest examples
of cooperation between the legislative and Executive Branches
in recent times. That effort showed a determination to
respond to the clear public desire to improve the management
‘'of the Federal bureaucracy. Implementation of the Reform
Act is well under way. The Office of Personnel Management,
the Merit Systems Protection Board, and the Federal Labor
Relations Authority authorized by the Act have been
established. 1In addition, the heads of the Federal departments
and agencies have moved promptly to implement the new per-
sonnel procedures that will permit a better motivated and
more effective civil service.

However, other improvementé in management of the
government's work force are needed. Both our white collar
and blue collar pay-setting systems must be reformed in
order to make certain that we neither overpay nor underpay
Federal employees. Therefore, I will propose Federal pay
reform legislation to the Congress that is equitable to

Federal employees and the public.

PUBLIC FINANCING

AThe time is longloverdue for reforming.the way
Congressional elections are financed. The current flood
of money threatens to prevent our electoral process. We
can no longer permit our elections to be open to the highest
bidder. The recent elections have clearly demonstrated
the kinds of problems caused by uncontrolled campaign spending.
It is time to adopt public financing for Congressional
~ elections -~ before it is too late. Public financing
operated successfully in the last Presidential election,
and it can do the same in Congressional races. My Adminis-
tration will work with Congress for passage of a sound

Congressional public financing law.
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SUNSET

My Administration will again work with the Congress
to enact a. sound sunset.billmcovering.spending programs
and tax expenditures. Under such a bill, each Federal
program  would hafe to be cafefully re-examined on a periodic
basis. to determine whether its continued existence is justified.
Through such a procedure, the American beople ecan be assured
that unnecessary government programs and agencies will be
ended rather than continued through the force of inertia.

| There are a few more important building-Stoﬁes to the

new foundation of government efficiency wé seek than passage
of sunset legislation. It goes to the heart of making

government work.

LOBBY REFORM

The American people ﬁave a right to know what significant
influences affect their national legislature. The proliferation
of well financed, organizational lobbying activities during
recent years has demonstrated the clear need for reform
of the outdated and ineffective lobby disclosure law now
in effect; This year my Administration will continue to
work with Congress to pass - a sound lobby law reform bill --
one that respects the First Amendment right of all Americans
and minimizes paperwork burdens, yet allows meaningful

disclosures.

WASTE, FRAUD, AND INEFFICIENCY

"AlthOugh.the vast majority of Federal employees are
able, honest and hardworking, we need to continue to be
vigilant to ensure that the taxpayers' dollars are not
wasted through fraud or abuse. The implementation of civil
service reform will lead to improvements in agency management
practices and program efficiency. In addition, I am committed
to continuing to -cut excess paperwork, simplify grants require-
ﬁents, and evaluate our programs better and more frequently.
We have already significantly reduced the paperwork burden
and implemented many of the recommendations of the Federal

Paperwork Commission. We will continue to do more in 1979.
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Early this year I will nominate highly qualified

Inspectors General armed with tough new powers to prevent
waste and corruption. The Justice Department will increase
its already intensive effort to prosecute thdse few employees
and contractors who abuse the public trust. In addition,

a new Office of Ethies in the Office of(Personnel Management
and a Special Counsel in the Merit System Protection Board

will help ensure the integrity of the Federal work force.

STATE AND LOCAL GOVERNMENEWRELATIONS

As the first Presideng:iﬁnﬁoré than thirty years to
be elected immediately after service as a Governor, I have
made relations with State and local government a{high
priority of my Administration. During my first two years
in office, we have strengthened the Federal. system signi-
ficantly. We have involved the Federal Regional Directors
in the management of the government and have reinvigorated
the Federal Regional Councils. As a result, the Federal
government is now able to respond better and more quickly-
to State and local needs. In addition, we havé involved
State and local officials in the development of our policies
to a greater degree than any previous Administration.

Since 1977, Federal grants-in-aid to State and local
governments have increased to more than $80 billion pép year,
25 percent above the level of aid when I finsﬁ-took office.
Progress has also been made towards my goal of giving
Governors, Mayors, and county offigials moré flexibility
in managing Federal progfams. ,TheﬁFederal government is
now taking seriously, for the first time, the burdens and
costs we impose on State and local governments and all
taxpayers when we legislate and regulate from the Federal

level.
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In this time of limited budget resources we must
achieve more cost-effective management of Federal resources
and place greater reliance on the experience, knowledge,
and“ability,of State and local govérnments.

- In the future, we musf;attempt to 1limit the imposition
of new costs on State and local governments, and to avoid
where possible prescribing every detail of how they administer
Federal programs. We must work together to identify specific
..ways in which more flexibility can be given to State, city,
and county officials in the administration of Federal
programs without compromising the national purposes that

each program is designed to serve.

TRANSPORTATION

In 1979 we shall continue the effort begun in the 95th
Congress to reduce the regulatory burden on the Nation's
transportation industry. Our proposals for surface
transportation deregulation will build upon the principles.
of increased competition that have proven successful for
the airline industry.

Shortly, I will propose broad legislation which begins
.to deregulate the railroad industry. Regulatory reform
is a crucial first step toward revitalizing this important
transportation mode.

In addition, I will also be proposing significant
reductions in regulation of trucking and inter-city bus
transportation. /

We are also committed to improving the level of safety
for our transportation industry. - As part of this effort,
we intend vigorously to pursue legislation improving
equipment and conditions affecting truck drivers, and giving

stronger enforcement authority to Federal agencies.
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My forthcoming Surface Transportation Regulatory Reform
message will provide the details of these proposals.
Finally, I will propose overdue changes in_the Nation's
maritime policies. We must improve the ability of our

Merchant Marine to win a fair share of our cargo.

NO-FAULT

The Administration will continue to support législation
to establish Federal minimum standards for state no-fault
automobile compensation systems. No-fault systems have
proven to be far more efficient in delivering benefits to
the victims of automobile accidents than the current tort
system, and they also provide greater opportunities to
coordinate and reducé overall insurance costs. ‘Too great
a percentage of the premiums paid by policy~holders goes
for the administration of the current wasteful tort liability
system. No-fault would save money and court-time. It

deserves Congressional support.

CONSUMER REPRESENTATION

My Administration has developed new procedures that
will set standards and agsess performance for effective
public representation within government agencies. These
procedures are designed not only to improve the delivery
of government services to our citizens, but also to enhance
the awareness of government to the health, safety, and
economic concerns of all consumers. In 1979, we will direct
adequate resources to these procedures, which include complaint
handling, training and technical assistance for consumer
organizations, advocacy, consumer education and information,

and citizen participation.

LEAA
Last year I proposed legislation which would institute
signifiéant and long-overdue changes in the structure and

programs of the Law Enforcement Assistance Administration.

o
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The LEAA has the potential to improve and strengthen State
and local law criminal justice programs, but in its present
form it has fallen far short of its potential. My Adminis-
tration will work with the Congréss agéin‘this year to reform
.this framework, which includes a National Institute of
Justice to enable us to obtain better information and
research about crime problems. Once the legislation is
- enacted, we will make certain that the new agency is efficiently
-ecarrying out its mission of providing meaningful Federal

law enforcement assistance.

JUDGESHIPS

Last year my Administration worked closely with the
Congress to enact legislation creating the additional Federal
judgeships needed to reduce our court's‘backlogs and delays.
. As a resuit, I will soon be nominating 152 new Federal
judges -- the largest addition to the Federal judiciary in
our history. Some of these judges will still be serving
in the next century.

I am determined to nominate judges of the highest
quality; our Federal judiciary must be selected on the basis
of merit. I am also determined to increase the low
representation on the Federal bench of women, blacks,
Hispanicé, and other minorities. These goals are within
éur reach, if we work together cooperatively and recognize
the importance our country places in the selection of these

new judges.

JUDICIAL REFORM

| Because our Federal courts do not function as well
as we have the right to expect, my Admingstration has made
judicial reform one of its goals._ Dufing 1978, Congress
took major steps toward alleviating the problem by increasing
substantially the number of Federal judges and by adopting
numerous substantive and procedural reforms in the handling

"of bankruptcy matters.
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Other judicial reforms remain to be made. Some, such
as expanding the authority of magistrates and curtailing
diversity jurisdiction, were proposed to the last Congress.
I will shortly send a message to the Congress urging prompt
action on these and several additional proposals designed
to improve the responsiveness and efficiency of our system
of justice. They merit the attention and approval of the
Congress. |

In addition, the Administration will continue to support,
as was indicated in my Consumer Message to Congress, reform
of class action procedures. Reform legislation should seek
to ease unnecessary burdené and costs of class actions,
while at the same time prevent them from being used in a

harassing manner.

ANTITRUST ENFORCEMENT AND COMPETITION

Competition and‘ffee enterprise,_protected_by the
‘antitrust laws, are the central organizing principles
of our economic system. Competition produces powerful
- incentives for innovation and efficiency, fights inflation,
and enhances consumer welfare. Strict enforcement of our
antitrust laws are critical to the health of competition
and the Nation's economy.

Several important strides were made last year in
improving antitrust enforcement. 1In 1978, the courts imposed
over $11 million in corporate fines for antitrust violations
and imprisoned 29 individuals for antitrust violations.
These fines and sentences are significantly larger than
in past years, and are consistent with my strong commitment
to vigérous antitrust enforcement.

Last year I appointed the National Commission for the
Review of Antitrust Laws and Procedures to suggest ways
of expediting antitrust cases and making relief more
effective. Its members have recently reported to me, and
we will work closely with the Congress and the Judicial

Conference to implement many of its recommendations.
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Similar progress in improving the effectiveness of
antitrust enforcement can be made in the 96th Congress.
I continue to support legislation to allow those who are
injured by antitrust violations to recover damages from
the antitrust violator, whether the injured person is a
direet or indirect purchaser. Under the Supreme Court's

decision in the Illinois Brick Case only direct purchasers

may recover, even though they may have passed on the injury
to consumers, who are prevented from suing. This decision
undercuts state and.privaté enforcement of the antitrust
.1éws, reduces their deterrent effect, may contribute to
higher prices, and often allows the violator to keep his

. gain at.the expense of the injured consumer. This needed

legislation would overturn that.decision.

BANKING

I anticipate receiving shortly the recommendations
of the Administration's Task Force studying Regulation Q
. and the system of deposit interest rate controls, and I
expect to make recommendations based upon the Task Force's
. findings.

My Administration remains supportive of Congressional
action to deal with the need to halt the continuing attrition
in the pércentage of bank deposits subject to the reserve

requirements of the Federal Reserve System.

CARRYOVER BASIS

Carryover basis was one of the most important reforms
passed by Congress in the Tax Reform Act of 1976. This
reform would add substantial equity to our tax laws and

greater efficiency to our capital markets.
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The carryover basis reform has the effect of ending
a situation in which many of our wealthiest taxpayers could

permanently escape paying income tax on their gains from

inherited property. Unfortunately, the effective date has
been delayed until the end of 1979.
My Administration will strongly oppose any efforts

to repeal this reform or further delay its.implementation,

ENHANCING BASIC HUMAN AND SOQIAL NEEDS

In the years immediatelyrﬁfécedihg‘my.Administration,
too many of our Nation's basic human and sociai'needs were
being ignored or handled insensitively by tﬁé‘FéHeral govern-
- ment. Over the past two years, we have significantly
increased funding for many of the vital programs in these
areas; developed-new programs where needs were unaddressed;
targeted Federa; suppoft to those individua;s and areas
most in need of our assistance; ‘and removed barriers that
unnecessarily kept many disadvantaged citizgns_from obtaining
aid for their most basic needs.

The progress over the past two years,gggipqticeably
.moved us forward in solving some of the country's funda-
mental human and social problems. MyfAdministration has
vastly expanded assistance in the last twenéy-four months
in areas of employment, education, housing, com@unity and
econOmié development and health care, which rebresent an
;mproveﬁent for the American people. |

The record of the past two years-demonstraﬁes that
gBVennment can meet our ciﬁizens' basic human éﬁd social
needs in a compassionate way. No longer cah tﬁére be any
doubt that the government is able to treat Amefican's,
problems with sensitivity. |

In the coming fiscal year, budget restréiﬁts Wwill
make it more difficult to expand funding significantly -’

for many major domestic programs, though some programs
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will be increased. We have done all we possibly could
under the current difficult economic conditions, although
I would have liked to do more under better economic cir-
cumstances and lower inflation. We must take this time
to make certain we lay a solid foundation for future social

progress.

HEALTH PROGRAM

One of the highest goals of the 96th Cbngféss should
bevtaking action to provide all Americans wifhythe opportunity
to lead a more healthy life. This opportunity has been
denied to many in our country because of health care services
which are unaffordabie, inaccessible, and inefficient.

-In addition, our current system of health care.is focused
on the treatment of disease, with too littlengttention being
directed toward its prevention. We need a national health
strategy which corrects these inadequacies in the existing
system. Some of the elements of this strategy are already
in place and need only be~strengthened;‘ Othenswwill require

new legislation from the 96th Congress.

NATIONALVHEALTH PLAN

'Last_year I outlined the principles upon which the
National Health Plan I plan to propose will be based.
Based on those principles, the Administration has been
working to develop a National Health Plan that will enable
the country to reach the goal of comprehensive mandatory
and universal health care coverage. I remainthmmitted
to that goal.

The need for improved health care coverage is clear:

0 About 19 million Americans have no health
insurance.

0 Another 65 million Americans face potential
bankruptcy because they lack insugagcg protecting

them against catastrophic medical, expenses.
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o The health care system is highly inflationary.
Spending in the health care industry -- has
been rising at an annual rate of 12%. These
expenditures cannot be successfully contained
under current health delivery and financing
methods, which produce unnecessary hospitalization,
over-reliance on expensive technology and inadequate
preventive care.

o Health resources are unevenly distributed across
the country, resulting in significant gaps in
vital medical services for many residents of rural
and inner city areas.

Over the next several weeks, we will be consulting

closely with Congress and interested outside groups on

the scope and nature of the plan I will propose. I expect
to submit a plan shortly after those consultations have
been cqmpleted, and I look forward to working with the
Congress toward a prompt enactment of that plan.

An essential companion to any Plan must be hospital
cost containment legislation. As I have indicated earlier
in this Message, I will make paSsage of that legislation
one of my highest priorities this year. |

Our effort to control health care costs would be
further strengthened by the early passage of the Health
Planning Act.

We must also continue to promote competition in the
health care sector of the economy. Accordingly, the FY
'80 budget expands Federal support for Health Maintenance
Organizations, which have demonstrated a significant
potential for cost saving. I will also continue to press
for reforms making it easier for HMO's to obtain equitable

reimbursement under Medicare and Medicaid.
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PREVENT ION AND,ACCESSIBLE,HEALTH SERVICES

More health care'senﬁices alone, however, will not
necessarily improve the health status of our Nation --
even if these services are affordable, accessible, and
efficient. Our national health strategy must direct more
attention to health promotion and disease prevention if
we are to achieve our goal of improved health status. The
Surgeon General will present this year a major report
outlining our needs in this area. I will be asking for
your help in carrying out its recommendations.

We have made great strides in expanding the avail-
ability of health care services to rural and low-income
urban areas in recent years through the creation of the
National Health Service Corps and the establishment of a
system of Community Health Centérs. If health care is to
be accessible to all Americans, these programs must be

expanded, and the FY '80 budget provides for such an expansion.

CHILD HEALTH ASSESSMENT

I believe that our health strategy must place high
priority on the health of our children. Accordingly, I
will submit a revised Child Health Assessment Program to
improve the early and preventive screening, diagnosis, and
treatment program for lower-income children undér Medicaid.
This program would cover over 2,000,000 low-income children
who are not receiving Medicaid services. An additional
100,000 low-income pregnant women would become eligible
for medical services prior to delivery, improving the health

of both the mothers and infants.

MENTAL HEALTH

Based upon last year's recommendations of the President's
Commission on Mental Health, I will be proposing comprehensive
mental health legislation this year along with a Mental
Health Message. A new Community Mental Health System will

make new efforts to link mental health, health, and social
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services for the chronically mentally ill to enable them
to live successfully in the community and will provide new
community mental health services. We will emphasize efforts
to provide improved recognition and treatment of mental
healthAproblems in the general health care system. 1In
addition, we will increase support for mental health
research to restore our mental health research capacity,
which the Commission found had seriously eroded over the
past decade.

The First Lady has helped spearhead the Administration's
efforts to sensitize the Nation to the problems in the
mental health area. She will continue to work directly
with me to implement the pertinent recommendations of the

Commission.

DRUG ABUSE

In continuing our efforts to combat drug abuse, my
Administration will rely on those programs and initiatives
which have proven to be successfui in the past year and
which serve as building blocks for future programs. Today,
in the United States, there are 110,000 fewer heroin addicts
than there were in 1975; 1,000 fewer Americans died of |
heroin overdoses in the twelve-month period ending June 30,
1978 than in the previous twelve months. Seizures of
illegal drugs are at their highest level ever. Improved
coordination and cooperation among Federal agencies have
resulted in a more effective drug program without major
budget increases. But much remains to be done.

In 1979 we will look more to the behavior of the
individual who turns to drugs, will stress financial
investigations as a means of prosecuting those individuals
responsible for the drug traffic, and will rely heavily
- on enlisting foreign cooperation in the overall drug
program. 'These efforts should further our success in

controlling drug abuse both in the United States and abroad.
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DRUG REGULATION REFORM
My Adﬁinistration will continue to work with the Congress
to overhaul our current drug regulation laws in order to

assure -that consumers have prompt access to.safe and effective

drugs.

FOOD ANp NUTRITION

Last year, we worked with therCongresé to enact the
Child Nutrition Amendments, whiech revamped manfaof our food
programs and greatly expanded the Supplemental Food Program
for Women, Infants and Children. This year I will proposé
further legislation to strengthen these and other food programs
by: improving the targeting of school meal programs for
the needy; instituting an error sanction scheme to encourage
States to reduce costly Food Stamp errors; and eliminating
the cap on food stamp expenditﬁres. Thesefwilljinsure that
additional nutrition resources are targeted ﬁo,#hose truly

in need.

WORKER HEALTH AND SAFETY

We will ééntinue to fully enforce laws_bﬁétecting worker
health and safety in a sensible and efficiénf‘ménner. There
will be further efforts to eliminate frivolous and unneeded
rules while concentrating greater enforcement efforts on
the most dangerous and particularly the most unhealthy
occupational environments. More efficient management of
this program will serve the interest that both labor and

management have in better working conditions.

HOUSING

We are committed to holding down houéiﬁéléénstruction
costs and eliminating unnecessary regulatofy bu;dens, S0
that the American consumer will have an affbfdable choice
in the hdusing marketplace. Our efforts will be accelerated

this year.
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The Administration has supported the provision of
Federal housing assistance to 1ow—and—moderaté incbme people,
including the elderly and the handicapped.

During the period of 1978 through 1980, the Administration
will have committed resources for over one million additional
units of assisted housing for low-and-moderate income renters
and homeowners. This is evidence of our commitment to |
the goal of a decent home for every American. In 1980,

I am fecommending 325,000 units of housing for low-and-
moderate income persons.

The problems of providing adequate housing in rural
areas is especially acute. Lack of available land, high
site development costs, widespread substandard, overcrowded
housing, and limited credit opportunities continue to
plague rural areas. Government attempts to help are often
hampered by inapprppriate, burdensome regulations and
~ paperwork. This year the Administration will take steps
to assure that Federal regulations accommodate locally
acceptable housing codes and that the endless paperwork,
inspections, and processing requirements currently mandated
by the three major housing agencies, HUD, FHA, and VA are

consolidated and streamlined.

COMMUNITY DEVELOPMENT

' M&‘Administration remains committed to a partnership
involving Federal, State, county, and local governments,
the private sector, and community organizations. The
Community Development Block Grant program is a cornerstone
of that partnership, and I am proposing in my FY '80 budget
that it be funded at the full authorization level. This
will be an increase of $150 million in FY '80 above the

FY '79 level.
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In 1977, we developed the Ufbah Development Action
Grant program and it has already succeeded in leveraging
$2.9 billion in private investment and creating or saving
125,000 jobs. I am proposing a continuation of the Action
Grant program next year, at the $400 million authorization

level.

NEIGHBORHOODS

My Administration has been devoteduto:thé preservation
of neighborhoods and the development of sodnd'néighborhood
self-help projects. This goal has been evident in the
emphasis on neighborhoods in my urban policy as well as
in the operation of the Department of Housing_and Urban
Development and other agencies. Last year, as part of our
urban policy, we proposed and Congress passed the Livable
Cities and Neighborhood Self-Help Development program to
enable neighborhood groups and organizations to rebuild
their neighborhoods. 1In addition, Congressiona; passage
of the National Consumer CooperativelBank,qékes;available
new sources of financing and technical assistance to groups
.who are engaged in building cooperative.enterprises to reduce
costs in key consumer goods and services.

This year, my Administration and Congress will receive
the final report of the-National-Commission.én Neighborhoods.
We look forward to working with the Congresé oﬁ many of
the Commission's recommendations. . With your help, we can
make the Federal government increasingly more responsive
to the needs of neighborhood people~who-aré:wquing together
to meet basic needs in housing and communiﬁy development,

health care, nutrition, and energy conservation.
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URBAN POLICY

Last year, I proposed the Nation's first comprehensive
urban policy. That policy involved more than one hundred
improvements in existing Federal programs, four new
Executive Orders and nineteen pieces of urban-oriented
legislation. With Congress' cooperation, thirteen of these
bills passed last year.

I will again propose to the Congress several important
parts of the urban policy not adopted last year. The two
principal proposals are: an urban fiscal assistance program,
and the Natidnal Development Bank. |

My fiscal assistance proposal will.inq;uQegtwo principal
components. The first, a standby countercyclical fiscal
assistance program, Will protect State and;iogal governments
against unexpected changes in the national ecoﬁomy. It
would trigger into place if the national uqempioyment rate
rises above 6.5 percent and would provide fisgai aid to
many needy governments. The second component;is a transi-
tional, highly targeted fiscal assistance brbgt?m that
provides fiscal aid to only the most fiscai}yf,distressed
local governments. Relatively few cities éndfqounties will
be eligible for this highly targeted-programg;bﬁt those
who are will be truly in need. I will seek'a“$?50 million.
supplemental in FY '79 and $150 million in FY ﬁSO for this
targeted fiscal assistance program. ;‘ 

I also will propose a National Develogment:Bank to
provide financing for local economic developméhﬁ projects
which will aid the revitalization of our‘Nationfs communities.
As part of the Bank, I will propose a sign;ficént increase
in economic development funding -- $550.mil;ion.in new
economic development captial grants to bus;hess}and $2.65

billion in new loan guarantee authority for FY '80.
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This Bank will be the central eﬁgine for the economic
development in the government. We will propose the con-
solidationvof many economic development loan programs into
the Bank as part of the economic development reorganiiation.

This will add over $1 billion in additional loan authority.

~SOCIAL SECURITY REFORMS

Inv1977, the Congress worked with thelAdmihistration
to take the difficult but necessary action;to méke the
Sociai Security.system sound ﬁhrough the balancé of this
century. In so doing, we helped protect the rétirement
benefits of current recipients and of those now. working.
This year the Administration will propose legislation to
trim the costs of certain benefits in an.effbrt;to ensure
that this bedrock social program becomes more equitable
and remains affordable. There will be amp;e opportunity
provided to the Social Security Advisory Coﬁmitpee and the
National Commission on Social Security to reviéﬁ the
changes the Administration will propose priorvtb their
submission and to provide their recommendations to the
Administration and to the Congress.

If the Administration's.proposals.for‘séciél
Security outlay reductions and hospital cost éontainment
legislation are enacted, it would be possible to consider
a reduction in Social Security taxes beginningvin 1981.
However, such a eruction would have ﬁo be eonsidered in
light of alternative uses of such savfnés,,including
reduction of any budget defiecit and fuqding of high-
priority programs.

Beyond the immediate reforms I have prspbééd, the
Administration is committed to review the entiré pension
system that has developed in our country. {I have established
a Pension Commission to provide the type of 1dng-range

analysis this vital area needs.
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DISABILITY INSURANCE REFORMS

I will pfopbse to Congress an integrated package of
reforms for the Disability Insurance system. These
measures will improve incentives for rehabilitation of
the disabled, ensure that benefits do not exceed pré-
diéability disposable income, and make adminispration of
the system simpler and more consistent. We must make
certain that those who should receive benefits are not
excluded, but that those who are not truly disabled or

can otherwise return to work, do so.

WELFARE REFORM

The Nation's welfare system is inequitable, inefficient
and long overdue for serious reform. |

I will recommend to the Congress.azpackage consisting
of reforms in cash assistance, expansion of £he earned income
tax credit, and fiscal relief for State andilocgl governments.
This package will enable us to develop a welfare system
that is more simple, narrows the great differences in the
way States help the very poor, that encdurages_people to |
work, and that helps eliminate the fraud and.abuse currently
plaguing parts of our welfare system.

My Administration has already begun to work closely
with this Congress to enact welfare reformgthiséyeaf. We
must expeditiously move forward withwelfage-negorm this

Year.

FAMILIES

Most of our major initiatives and goaIS>fOr this year
will be undertaken with vigor and with a cdmmifﬁent to the
security and enhancement of the.Amé}ieanvfamily structure.
Our government must never impede nor work égainst the

American family, but rather we must design phograms and
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kpolicies that support families and ensure that future
generations of American families will thrive and prosper.
The White House Conference on Families will continue its
planning on an expedited basis this year with that goal

firmly in mind.

CHILD WELFARE REFORM

| Thé Nation's present system of oyerlappi@g: inadequate
child placement programs does a great dissérvicé to parents,
fbster parents, and children in need of homes. There is
too little emphasis on reunification of families and
permanent placement of children; the special problems of
hard-to-place children often go unattended. I will therefore
again propose to Congress major reforms in our foster care
and>adoption services, and urge prompt Congressional
approval. This problem must not be left uqattended any

longer.

OLDER AMERICANS

Early in the Administration we~moveq‘éb?co;rect one
of the major concerns of older Americahs: 1the‘§ossible
bankruptcy of the Social Security Trust Funds. The
legislation that was enacted ensures the financial solvency
of the funds through the beginning of the next century.

The Administration has also enacted to help remove
discrimination against senior citizens by.shpporting the
legislation which removed the forced retirement;requirement
in the Federal civil service and postponed mandatory retire-
ment in the private sector from age 65 to ZO..HIn addition,
the Administration worked with the Congress to.émend the
Older Americans Act in a way that will improve the adminis-
tration of the Act's social and housing programs, employment
provisions, food delivery, and establishment_of;centers

for the elderly.
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This year the Administration will continue its
efforts to ensure that seniors remain in the mainstream
of American life, free from age discrimination and able
to receive the assistance and other benefits they have

earned.

VETERANS

Our Nation has no obligation more basic than providing
for those men and women who served us as membera of our
armed forces.

There are still many veterans who need medical care,
employment assistance, and assistance in adjusting to
disabilities that resulted from their service.

During the last two years we have made significant
improvements in programs to help meet. all ;heseineéds.

In 1979 my Administration will seek legislation to
increase compensation rates for disabled veterans, improve
education programs for the disadvantaged under the G. I.
Bill, provide special readjustment counseling assistance
.for those Vietnam Era Veterans who need then, aad modernize
the VA vocational rehabilitatdon'program. Thesa efforts
will help veterans help themselves.. In=additibp, we will
continue to provide quality medical care .in our VA hospital
system by making it more efficient ahd thua.mora responsive

to the needs of a changing veteran population.

EDUCATION

Improving skills and educational Qpportunities has
been one of my Administration's hajor goals. To aid in
this improvement, I have increased the Federal Office of
Education budget authority alone by 50% since taking
office -- from $8 billion in FY 'T7 to $12.2 billion in

the proposed FY '80tbudget.
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The increased education funding will continue to be
targeted at programs which emphasize equal education
opportunity, support for local schools, student assistance,
basic skills, and the linkages between school and work.

School districts with high concentrations of low
income children have extra costs in meeting their commitment
to equal educational opportunity. Last year I proposed
concentration grants which would give supplemental payments
for compensatory education programs in high poverty school
districts. This year I am requesting $400 million to fully
fund this proposal.

As is stated elsewhere in this Message, I will continue
to work with the Congress to create a Cabinet-level Department
of Education. Through éuch a Department, we can make certain
that education receives the attention at the Federal level

that it deserves.

HIGHER EDUCATION

Last year, I signed into law the Middle Income Student
Assistance Act, which extends Federal student aid to middle
income families facing rising college tuition costs. I
propose to fully fund the Basic Grants program and to
continue funding for the other college student aid programs.
This year I will propose reauthorization of our omnibus
higher education legislation -- the Higher Education Act
and the National Defense Education Act. Through renewal
of these acts, we can help enormously to ensure the
continuation of strong higher education institutions and
equal educational opportunities for all students.

Our Nation owes a debt of gratitude to the
historically black colleges, which for far too long were
the only source of college education for talented blacks.

One-half of all college-educated blacks earned their
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degrees at black colleges. I have vowed that black colleges
will be in\better shape when I leave office than they were
when I came. I recently directed all Federal agencies to
utilize more fully the resources at black colleges. And,
in my FY '80 budget I have increased funding for Howard
University, and asked for $120 million to fully fund the
Developing Institutions Program, which strengthens colleges

with high concentrations of minority students.

SCIENCE AND TECHNOLOGY

When I came into office, I found Federal efforts to
promote basic research and development lagging. My Adminis-
tration has recognized that basic scientific research and
development is an investment in the Nation's future, essential
for all fields, from health, agriculture, and environment
to energy, space, and defense. We are enhancing the search _
for the causes of disease; we are undertaking research to
anticipate and prevent significant environmental hazards;
we are increasing research in astronomy, and we will maintain
our leadership in the scientific space; and he are pushing
back the frontiers in basic research for energy, defense
and other critical national needs. Despite ﬁhe severe
budgetary constraints this year, we are maintaining our
effort to enhance Federal support for basic research with
a request for a 13% increase in outlays for FY '80.

Even though Federal funding for basic research is
being increased, I believe that the government's role in
demonstration and commercialization pilot projects should
be more selective and sectoral, with greater reliance upon
private sector financing. We are enhancing our high tech-
nology approach to defense to counter the growth of Soviet
forces. We have a broad energy research program with broad
emphasis on long-term applications of solar, coal, geothermal,
biomass and alternate nuclear technologies. But we will

rely on industry to do its full part in the demonstration
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of new technologies in energy and in other fields. Rather,
than government funding of their reserach and development,
companies need more favorable investment climates, better
economic growth, better trade prospects, and sound policies
about patents, antitrust, procurement, and environmental
regulation.

Under the direction of the Department of Commerce,
we are also engaged in a major Cabinet-level review of thése
éspects.ofbtechnolqgical innovation, with participation
of numerous individuals from various industrial sectors.

Science and technology are playing an important part
in our international relationships as well. Many countries,
especially developing countries, look to America at least
as much for our expertise and problem-solving abilities
as for our dollars. I have proposed the establishment of
a Foundation for International Technological Cooperation
(FITC) to foster collaborative efforts with people and
institutions in developing countries. These efforts will
be directed to basic human needs in agriéulture, nutrition,
health, small-scale energy systems, and rural development.

Science and technologyoalso have played a critical
part in the dramatic advances of our relationship with the
People's Republic of China. These scientific and techno-
logical relationships that will be built with China will
be parallel to many such relationships we have established
~and enhanced over the years with other nations and groups

of nations.

SPACE

Last year marked the 20th Anniversary of the National
Aeronautics and Space Administration. The 2lst year
started superbly with the incredible success of the Pioneer
missions to Venus. This year we hope to open a new era in

space with the first launch of the Space Shuttle.
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Under the national c¢ivil space policy I announced
last fall, we will remain dedicated to ensuring U.S.
scientific and technological leadership in space. To
further that policy, my budget request for FY '80 includes
funding to maintain the Shuttle development and production
schedule to continue space science and exploration; to
initiate efforts on selected areas of advanced satellite
communications techniques; and to enhance remote sensing
activities that will bring benefits in areas such as
earth resources, climate, weather, pollution and

agriculture.

COMMUNICATIONS

Last year we worked with Congress to reorgénize
communications policy-making in the Executive Branch and
enact legislation to strengthen public broadcasting. 1In
1979 ourwpriorities will include:

o] continued work with Congress on the important
effort to revise the Communications Act to take
account of technological changes;

o] -vigorous pursuit of the program already underway
to increase minority ownership of broadcast
stations through regulatory actions, government
loan guarantees, and private loan and training
programs;

o] a program to use new communications technologies
to improve rural life by delivering education,
agricultural, and medical services and by
increasing the diversity of radio and TV;

o elimination of unnecessary regulations and paper-
work requirements in cooperation'with the Federal
Communications Commission;

o} proposals on the role of the Postal Service in
providing electronic mail services; and

o] participation at the World Administrative Radio
Conference to ensure that increasing demands for
radio frequencies are balanced in a reasonable

and flexible manner.
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SMALL BUSINESS

As a former businessman, I am especially sensitive
to the importance of small business in our economy and to
the vital role the Federal government can play in assisting
small ?H??F?SS-

Through a number of actions over the past two years,
my Administration has worked to help small business flourish
and remain competitive. Under the leadership of the Small
Business Administration, we have increased tax incentives
significantly for small business; significantly expanded
small business loan opportunities; worked to increase small
business exports; expanded opportunities for minority-owned
small businesses; and initiated programs to increase small
business opportunities for women. In addition, we have
begun preparations for a White House Conference on Small
Business in January of 1980 which include local and regional
conferences throughout the country.

This year, while continuing efforts to prepare for the
White Hquse£Conference, the Administration will pursue a
‘ phogram of enhancing small business opportunities. We will
work closely with the Congress to develop legislation to
improve the operation and effectiveness of the Small Business

Administration.

CULTURAL AFFAIRS

Over tne last decade, the National Endowments for the
Arts and the Humanities have made enormous progressain devel-
oping projééts and materials to enhance our Nation's cultural
life. '?Pi§ year, the Endowments will continue their distin-
guished record of achievement -- a record which has benefited
virtually every American. I am hopeful Congress will provide
adequate'fungs for White House Conferences on the Arts and
Humanities. This year we will also be strengthening the
programs of the International Communications Agency, which
present the diversity of American culture to the world ahd

deepen our appreciation of other cultures.



41
PROTECTING BASIC RIGHTS AND LIBERTIES

Since taking Offiée; I have worked to protect and
enhance the basic rights and liberties provided to Americans
under the Constitution and our other laws. With the
cooperation of the Congress, we have made important progress
in this area. Over the next year, though, a great deal
remains to be done if our goal of ensuring equality and
basic freedoms for all Americans is to be realized. The
dream of equal opportunity remains unfulfilled. I will
do everything in my power to bring that dream closer to

realization.

CIVIL RIGHTS

CIVIL RIGHTS AND EQUAL OPPORTUNITY

I take no obligation of my office more seriously than
that of striving to secure full ¢ivil rights and equal
opportunity for all Americans. 1In the quarter century since
the Supreme Court's historic desegregation decision, our
Nation's progress in these vital areas of human rights had
been significant, but we have more to do. I am determined

to use all of my authority to resist any efforts to weaken

enforcement of any of our civil rights and equal opportunity

laws. Recent actions by some in Congress to impair my
Administration's efforts to enforce the law of the land

Wwill be forcefully opposed.. These laws have made our society
morevequal than virtually any on earth, anq‘attempts to
weaken them cannot Be tolerated or allowed to succeed.

My Administration has taken important steps to make
civil rights enforcement more effective than in previous
Administrations. The Justice Department has been diligent
in its prosecution of civil rights violations. The Office
of Federal Contract Compliance Programs (OFCCP) and the

Equal Employment Opportunity Commission (EEOC) has been
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reorganized and granted increaséd'éuthority. The OFCCP
will vigorously enforce the guidelines of Executive Order
11246, which prohibits employment discrimination by Federal
contractors and requires affirmative action by these con-
tractors. In addition the EEOC will continue this year
to provide a central effective mechanism ﬁo enforce compliance
with out equal opportunity laws.

As we have done in recent cases before the Supreme
Court, my Administration.will continue to support affirmative
action‘programs to help bring minorities into the mainstream
of American life, while opposing rigid andviﬁflexible quotas
which have no place in our laws.

Beyond existing laws, however, as I state elsewhere
in this Message, we need to ratify two Amendments to the
Constitution which will significantly.clanify_ahd enhance
the liberties and rights of Americans: The Edual Rights
Amendment and the District of Columbia Voting Rights
Amendment. | |  _

The Equal Rights Amend@ent will_provide:wgmen with
equal legal status in our c&untry. ‘We cannot effectively
champion human rights throuéhout the world until we have
given to women the rights they are entitled‘to éll citizens;

| We must also work to ratify the amendment that will
finally give the citizens of the District ofFColumbia the
rights other Americéns,have to elect voting representation
in Congress. |

In addition, we need to correct a.weakness.ih an
existing civil rights law. Title VIII of the Civil Rights
Act of 1968, which prohibits discrimination in housing,
remains largely an empty promise because of the lack of
an adequate enforcement mechanism.

I will soon propose to the Congress that this problem
be alleviated by providing the Department of Housing and

Urban Development with cease and desist powers. That
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Department, which now investigateé and makes findings upon
individual complaints, would then be able to enjoin further
discriminatory acts and to direct an appropriate remedy.
My Administration will work with the Congress to see that

this proposal is given prompt and favorable consideration.

WOMEN

One of the overriding concerns of my Administration

is ensuring equal opportunity for women. Last year we
worked closely with the Congress to extend the deadline

for ratification of the Equal Rights Amendment until June 30,
1982. That extension will provide a greater opportunity

to ensure ratification of this long-overdue Amendment.

I will continue to dedicate myself, as well as the full
resources of my Administration, to the ratification effort.

This is not a battle that we can afford to lose. I

am determined to win. The opposition to the Amendment is
not based on an understanding of its legal effect. The
Amendment will do nothing more -- nor less -- than provide
equality to more than one-half of America's population.

I am confident that with the active support of £he mem bers
of Congress from States which have not yet raﬁified, we
can achieve ratification of ERA. I urge you té_jdin the
effort to provide women, at long last, with equal rights
under the law. |

My Administration has championed, and will continue

to champion the right of women to choose their roles in
society. To protect those who have chosen the role of
full-time homemaker:

0 We have succeeded in enacting,legislétion that
provides assistance for displaced homemakers and
we supported the legislation that haé now reduced
from 20 to 10 years the marriage reduirement for
a former wife to claim against her husband's

social security entitlement.
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We are facilitating the choice of many women to combine
family and work responsibilities., To accomplish this goal:

o] we supported the legislation passed to increase

part-time and flexible-hour employment opportunities;
and

o} we supported the Pregnancy Disability Act that

outlaws employment discrimination based upon
pregnancy, childbirth, or related conditions.

We are striving to improve women's professional
opportunities within the Federal government. To this end:
| o) women have been appointed in senior positions

in the Administration, including two Cabinet
officers. About 20% of my senior appointees
have been women, and many of them are in areas
in which no previous women had served; and

o we have strengthened and increased our equal

employment opportunity enforcement.

This year, in addition to continuing our efforts to
ratify the Equal Rights Amendment, we will work'closely
with the Congress in efforts to enhance the economic
standing of women -- particularly the poor, minority, and
elderly -- by improving their access to housing, health
care, and child care for those who choose to work. We will
expand additional opportunities this year for women business
owners and will create a permanent interagency group to
review and help improve the position of women business
owners. I will make every effort to select women to fili
the 152 new Federal judgeships; their under-representation
in the courts cannot be continued. Our country needs and
deserves the full participation of women in our society,
and I am committed to taking the steps.needed to ensure

this partnership.



45
DISTRICT OF COLUMBIA

My Administration worked with the 95th Congress to
paés a proposed amendment to the Constitution granting-
full voting representation to the citizens of our Nation's
Capital. The ratification process for this proposed amend-
ment has begun and I urge the state legislatures which
have not ratified the resolution to join with the States

of New Jersey, Ohio and Michigan by promptlyvratifying the
vamendment. My Administration will work this year in the
effort to ratify this amendment.

My Administration will also work closely with the
Congress and the new District Government under Mayor Marion
Barry to expand home rule for the District. Ihis includes
streamlining the procedures for Congressional review of
locally enacted legislation, removal of the Federal govern-
ment from the District budgetafy process by 1982, déveloping
a rational formula for determining the Federal payment to
the District, and an equitable Federal sharing of financial
responsibility for funding of the District's pension plan
for police, firemen, teachers and judges. |

I will work with Mayor Barry to make our Nation's

Capital city a model for the rest of the Nation‘to emulate.

NATIVE AMERICANS

o The Federal government has a special responsibility

to native Americans, and I intend to continue to exercise
this responsibility fairiy and sensitively. My Administration
Wwill continue to seek negotiated settlements tB difficult
conflicts over land, water, and other resources and will
ensure that the trust relationship and self-determination
principles continue to guide Indian policy. Theré are

_ difficult conflicts which occasionally divide Indian and
non-Indian citizens in this country. We will seek to

exercise leadership to resolve these problems equitably

and compassionately.
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HANDICAPPED

For Americans with physical disabilities, this year
will result in continued improvementé in their accessibility
to the things most of the rest of us take for granted -
education opportunities, employment opportunities, and greater
access to public facilities and services. We will make
further progress in remgving obstacecles that impede and
discriminate against our disabled community; If our Natien
is to remove the barriers of discrimination.in our society,
the Federal government must serve as a model in. the successful
removal of physical and psychological.barriens'thrown in
the way of our Nation's disabled. The Secﬁion:5ou Regulations
issued by the Department of Health, Education,:and Welfare
provide a basis for the Federal government to lead the way

in ensuring the rights of the handicapped.

UNDOCUMENTED ALIENS

One of the most difficult and sensitive domestic issues
facing the country concerns the Federal govefnhent's policy
toward undocumented aliens.

I continue to believe that effective but humane measures
need to be devised which will help relieve the causes and
effects of the presence of large numbers of undocumented
aliens in this country. However, I will make no decision
about what measﬁres to pursue until completion of consultations
with the government of Mexico during my visit there next

month.

MARTIN LUTHE&»KING, JR.

Dr. Ma;tin Luther King, Jr. led this Nation's effort
to provide all its citizens with civil rights and equal
opportunities. His commitment to human rights, peace and
non-violence stand as a monument to his humanity and éourage.
As one of our Nation's most outstanding leaders, it is
appropriate that his birthday be commemorated as a national
‘holiday, and I will strongly support legislation to achieve

this.
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MINORITY BUSINESS

This year we will move vigorously to implement the
strong minority business legislation enacted by Congress
in 1978; meet my goal of tripling Federal procurement
from minority businesses (to a total of $3 billion); and
improve the operation of the several programs designed to
achieve equal entrepreneurial opportunity and vital minority
economic develppment. We are currently evaluating the adequacy
and organization of current minority business development
programs, with the commitment to taking whatever action,
legislative or administrative, is needed to ensure that

1
their operation is efficient and effective.

CIVIL LIBERTIES

PRIVACY

Government and private institutions.collect increasingly
large amounts of personal data and use them to make many |
crucial decisions about individuals. Much of this information
is needed to enforce laws, deliver benefits, provide credit,
and conduct similar, important services. However, these
interests must be balanced against the individual's right
to privacy and against the harm that unfair uses of
information can cause. Individuals should be able to know
what information organizations collect and maintain about
them; they should be able to correct inaccurate records;
ahd there should be limits on the disclosure. of particularly
sensitive personal information. |

My Administration is developing a comprehensive privacy
policy to address these concerns. Last year, legislation
was enacted which established restrictions on wiretapping
for intelligence purposes and on government access to
financial records. Early in 1979, I will propose privacy
legislation to cover medical, financial, aﬁd other sensitive
personal records. I will also take administrative actions

to strengthen privacy controls for Federal agencies' records.
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These measures will go far toward giving all American
citizens the privacy protections they need in a modern society.

I recently announced my intention to submit legislation
to Congress protecting the rights of the press, and others
preparing materials for publication, from searches and
Seizures undertaken without judicial approval. Under the
legislation I will propose, Federal, State and local law
enforcement officials will generally be required to obtain
a subpoena before conducting a search or seizure against
those preparing materials for publication. Such legislation,
which would deal with the problems created by the Supreme

Court's decision in the Stanford Daily case, should serve

as a solid protection of the rights of the news media and

others under the Fourth Amendment.

LABOR LAW REFORM

The Nation's labor laws are vital to ensuring that
.a sound labor-management relationship exists in colleective
bargaining. Efforts to abuse those labor laws, especially
by unduly slowing or blocking their implementation, have
increased in recent years. As a result, a revision of 6ur
labor laws is required in order to guarantee that their
intended spirit is fully observed and enforced.

I am again prepared to work with the Congress to develop
legislation which improves the fairness and effectiveness
of our labor laws. If the will of the majority in Congress

is allowed to prevail, we can enact sound labor law legislation.

EXPORT ADMINISTRATION/ANTI-.FOREIGN BOYCOTT

My Administration will work with the Congress to
reauthorize the Export Administration Act, which plays a
vital role in ensuring that exports are in our national
interest. We will make particular efforts to reauthorize
that part of the Act which prohibits American compliance
with the foreign economic boycott of Israel. The anti-boycott
amendments passed by the Congress were fair and equitable

and must continue to be strenuously enforted.
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INTELLIGENCE CHgRTERS

I-will be working closely with the Congress to develop
and enact statutory charters for the Federal Bureau of
Investigation and the Central Intelligence Agency. The
charters, for the first time, will define in law the duties
and responsibilities of the FBI and CIA and will set forth
the authority of those agencies to fulfill those responsi-
bilities. The disclosures of abuses in recent yearstmake
clear the need for charters, and my Administration is
strongly committed to developing and passing charter legis-
lation that protects our citizens' rights, while permitting
our intelligence agencies to perform effectively their

essential duties.

CRIMINAL CODE

The Federal criminal laws are often archaic, frequently
contradictory and imprecise, and clearly in need of revision
and codification. My Administration will continue to work
with the Congress to develop a Federal criminal code which
simplifies and clarifies our criminal laws -- as well as
protects our basic civil liberties. The criminal code which
passed the Congress in the last ééssion'can serve as a basis

for progress this year.

HATCH ACT REFORM

We will continue to support efforts to reform the Hatch
Act so that Federél employees in non-sensitive positions
will have the right to participate in off-the-job political
activities, though any on-the-job political abuse would

be vigorously prevented.

HUNGER

We share a growing concern with other Nations and
their people over the serious problem of world hunger.
While our government and the governments of other Nations.
and international organizations are working to assure the

basic right to food, the problems of hunger and malnutrition
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are a daily faet of life for millions of people throughout
the world. In-order to make our own programs more effective
and to examine additional efforts that might be undertaken,
I have established'the Presidential Commission on World
Hunger, under the leadership of Ambassador Sol Linowitz,
to recomménd realistic solutions which we and other Nations
might undertake in a prompt and efficient manner. The
Commission will report to me this year and will then be
involved in the implementation of its recommendations.
The Administration will be working closely with Congress

on the Commission's recommendation.

HOLOCAUST COMMISSION

Lést year I established a Holocaust Cdmmission to
recommend to me how our government might officially
recognize, for the first time, the tragedy of the Holocaust.
The Commission's work is well underway, and I will receive
its report this year. I expect to work together with
Congress in developing a suitable memorial to the millions

who died .in the Holocaust.

PRESERVING AND DEVELOPING NATURALwRESOURCES

My highest legislation priorif&.dﬁfing’the 95th Congress
was enactment of our first national energy plan. The dedi-
- cation of many members of Congress made that goal a reality.
My Administration is committed to using that legislation
as the foundatioh for further efforts to reduce our dependence
on foreign oil and to increase our ability to develop domestic
energy sources.

Our energy and other development goals,can;and will
be reconciled with the Administration's resolve to clean
the Nation's air and water and to preserve our most precious
natural resources. We will continue to further»the protection

of our environment.
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We will continue to develop our fertile agricultural
land. The Administration is committed to helping our
Nation's farmers continue to achieve record yields and

exports.

ENERGY '

The Administration remains committed to meeting our
future energy needs. Building uﬁon the framework of the
National Energy Act, signed last November, we will be
addressing key issues such as further déveloping and com-
mercializing solar and renewable energy resources, making
beﬁter use of our coal heserves and other abundant energy
resources, continuing our emphasis.on using energy more
efficiently, and improving the manner in_which_we produce
and use conventional sources of energy such as o0il, natural
gas, and uranium. To minimize the impacts of potential
supply disruptions, we will continue .the sporage'of oil
in the Strategic Petroleum Reserve, and will be submitting
for Congressional approval overall energyfqontingency plans.

While much remains to be done in the energy area, past
investments in improving our energy supplies and our energy
use are beginning to pay off: our industrial energy use
has dropped while industrial production has inereased.

From 1975 to 1977 the growth in domestic energy consumption
“has been 70% of the growth in GNP. Previously, the two
growth rates had been roughly equal. With significant
improvements in automobile efficiency, gasoline consumption
is an estimated 5% lower than it otherwise -would have been.
Use of heating oil, electricity, and other}homé energy source
has become much more efficient. O0il consumption grew last
year at a rate of only 1.5%.

On the supply side, the new natural gas legislation,
whose provisions have just begun to take effeét, will ensure
new domestic production of this premium fuel. Fﬁrthermore,
due to the addition of Alaska North Slope o0il, our domestic
production of 0il has held steady over the last;year, and

foreign imports were down in 1978.
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In 1979 and the FY '80 budget we are continuing strong
investments in energy research and development. The FY
1980 budget provides outlays of $3.7 billion for a wide
.range of programs to develop energy technologies for the
future. Particular emphasis will be given to long-term
solar energy research and development, to improvements in
the mining and burning of coal, fission and fusion research,
to improvements in existing technologies for conservation,
oil and gas recovery, and uranium efficiency, and to energy-
related research. These commitments to technologies
for the future, both long and shorter term, are critical

to a sound and comprehensive energy policy.

SOLAR ENERGY

Within the next few weeks, I will propose a major new
initiative for solar energy. The transition to wide-spread
use of splar and renewable resources can and must begin
now. Solar, wind energy, and use of biomass resources can
contribute significantly in both the short and long run
to meeting our Nation's energy needs. Some of these
teehnologies, such as solar heat and hot water, use of
biomass for generation of electricity, and wind energy,
are available now and are competing with other conventional
energy sources. The tax credits in the National Energy
Act, along with other commercialization incentives, will
help accelerate the use of solar and other renewable
technologies in the residential and industrial sectors of

our economy.
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The FY 1980 Budget increases our government-wide solar
research and development programs by 40% over FY 1979.
Total expenditures for solar energy will exceed $800 million,
including tax credits and important initiatives undertaken
by the Department of Energy, the Agency.fqr International
- Development, the Tennessee Valley Authority, the Department
of Agriculture and the Small Business Administration. Appli-
cation of solar technologies in federally-éwned buildings
will also increase, thereby providing new markets for our
existing solar industry.

.In our research and development program, strong emphasis
will be given to photovoltaics through which electricity
can be produced directly from solar énergy. Conversion
of organic materials to useable energy forms will also
receive increased funding. Funds for the new Solar Energy

Research Institute at Golden, Colorado, will also be increased.
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The proposals I will later announce, coupled with the
FY '80 budget, will chart a firm and ambitious course for
acceleration of the use of the solar and renewable energy
sources both now and in the future. .The time for solar

energy is now and today!

OTHER ENERGY RESEARCH, DEVELOPMENT, AND DEMONSTRATION

In the coming year, signifiqantvinvestﬁghﬁs will be
made in the demonstration of technologies which canbconvert
coal to more useable and environmentally acceptable energy
forms, continued strong research and development in fusion,
development of geothermal energy sources, such as hot under-
ground brines and hot rack resources, and efforts to resolve
a fange of environmental issues which these and other

. N 7 {
technologies raise. ’

NUCLEAR ENERGY

A wide range of administration initiatives, both legis-
lative and administrative, will be proposed to ensure that
this country can further use light water reactors for the
generation of electricity. Of central importance will be
the development and implementation of a strong, responsible
prbgram to manage and dispose of nuclear wastes. As a
result of the work of the Interagency Review Group on Waste
Management, I will be making a series of legislative and
administrative recommendations to ensure that the necessary
schedules, coordination, and legislative authorities are
firmly in place. Public discussion and participation in
the nuclear waste management area, along with the close
cooperation with State and local elected officials, will
receive continued high priority. Legislation will also
be proposed to provide interim storage for spent fuel from
existing reactors until a permanent waste repository is

established.
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Enactment of nuclear liéensing and siting legislation
to shorten the leadtimes required to plan, locate, construct
and license nuclear power reactors will again be sought.
Design andlconstruction activities for the new centrifuge
enrichment plant at Portsmouth, Ohio, will continue in order
to ensure that the U.S. is able to meet the nuclear fuel
needs of our domestic industry, as well as our international
customers who share our non-proliferation objectives. These
activities, coupled with the Administration's waste manage-
. ment program are designed to ensure that our-coyntry can
continue to rely on current nuclear technologies to meet
power needs.

Looking toward the future, we will seek to improve
the efficiency of our existing power reactors by reducing
their uranium feed requirements. For the longer run, the
Administration will maintain and strengthen the strong
research and development program we now have for more
advanced nuclear fission technologies such as the fast
breeder reactor. We continue to believe that the Clinch
River Breeder reactor project is premature, technically'
inadequate, and should not go fbrward, but the Administration
is committed to keeping the breeder option open for the

future.

DOMESTIC CRUDE OIL PRICING

' Proviéion of adequate incentives for both domestic
production of crude oil and for conservaﬁion must be'care-
fully weighed in light of our efforts to control inflation.
In consultation with the Congress, I will be making my
decisions and recommendations on domestic crude oil pricing

and related issues later this year.



55
ENERGY IMPACT ASSISTANCE

As new domestic energy resources are developed,
particularly in rural or isolated areas of the country,
provision must be made for the needs of rapidly developing
communities. The Administration will again seek enactment
of legislation establishing an Inland Energy Assistance
program, with funding of $150 million per year, to aid
those states and local areas which are experiencing a
rapid growth in population as a result of new energy supply
development. These communities often cannot‘plan for or
meet increased need for new public facilities or services,
since the population increases occur befére the new energy
supply activities are fully developed and producing local
revenues. This legislation is essential to ensuring that
the burdens associated solving our energy problems are

borne equitably by all citizens and regions of the country.

MANAGEMENT OF FEDERAL ENERGY RESOURCES

The last two Congrésées passed landmark legislation
to reform the management of federally-owned coél, oil and
gas resources. These new laws include Federal strip mine
controls, and amendments to the Outer Continental Shelf
Lands Aet and the Mineral Leasing Act. With this new
framework, the Administration isvproceeding to implement
swiftly new programs which ﬁill permit increased leasing
and development activities while remaining sensitive to

the needs for environmental protection.

WATER POLICY LEGISLATION

Water is a basic human necessity and its proper manage-
ment is essential to economic activity, particularly in
the arid West. The policies of my Administration emphasize
the more efficient use of water as well as the need to

provide adequate water supplies.
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Last year I announced a comprehensive water policy
which included many reforms now being implemented adminis-
tratively. In addition, I will propose legislation to
increase the role of the.States in waterlpolicy, through
increased water planning grants and through new grants for
state water conservation programs. I will also propose
legislation which would provide for states to share in the
costs of Federal water projects. This cost sharing proposal
will result in direct participation by states in setting
water project priorities and will help insure that Federal
programs are responsive to the most pressing water-related
needs.

Congressional action is also needed on Administration
Amendments to modernize the 1902 Reclamation Act to ensure
that acreage limitations in federally-funded irrigaﬁion

projects are equitable and fair.

ENVIRONMENT

My Administration is committed to balancing the needs
for development, conservation and preservation of our natural
resources., OQur Nation has been blessed with an outstanding
natural heritage which, if properly cared for, can meet
our needs for food and fiber, mineral, energy, recreation,
and solitude and do so in a way that is environmentally
sound. The Cbngress and the Administration have worked
together over the past two years to achieve this goal.

We have enacted the first Federal standards for strip-mining
coal; we have improved and extended the Clean Air and Clean
Water Acts; we have created a substantial number of new
National Parks and other protected areas. During 1979,_
protection of Alaska lands, implementatibn of water policy,
resolution of wilderness and nonwilderness designations

in the National Forest System and reformed management of

Federal energy resources will be major envirommental
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initiatives of my Administration. Efforts to-enforce and
implement environmental statutes firmly and fairly, to
streamline environmental review requirements, to protect
public health and to preserve wildlife resources will
continue to be pursued vigorously and as cost-effectively

as possible, while still meeting our material needs.

ALASKA
As in the last Congress, passage of legislation

designating National Parks, Wildlife Refuges, Wilderness
Areas, National Forests and Wild and Scenic Rivers in Alaska
.is the highest environmental priority of my Administration.
To protect these magnificent Alaskan wild lands, I took
several actions after the adjournment of the 95th Congress,
‘including the creation of 17 National Monuments covering

56 million acres. These aréas, as well as other outstanding
parts of Alaska covered in Administration proposals, should
be protected promptly by legislation in order to assure

that the great national treasures of wildlife, scenery,
history and untouéhed ecosystems can be saved for our
children and grandchildren, while permitting appropriate

commercial use of certain of the areas.

ROADLESS AREA DESIGNATIONS_(RARE II)

The Agriculture Depéftmént has'nearly completed work
on a study which will lead to proposals to resolve the
status of most of the remaining roadless areas in the
National Forest System. This study will lead to an Admin-
istration proposal for additional wilderness designations
in many States and for release of remaining lands for
nonwilderness activities. This initiative will also
eliminate uncertainty over land uses in most parts of the
National Forest System and will ensure that’ development
uses will_be adequately supported, while preserving
critical parts of our natural heritage in an unspoiled

condition.
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ENVIRONMENTAL PROTECTION

'In.nécent-years, the quality of our environment_has
improved, although tésks still remain in c¢leaning up our
air and water, and controlling contamination by toxic
materials. The Environmental Protection Agency is focussing
its efforts on the protection of publicvhealth by a;sessing
the effects of substances before they are introduced into
the environment, and by ensuring that hazardons wastes are
disposed of safely.

At the same time, EﬁA, and the other health and safety
agencies are exercising new care when implementing environ-
. mental regulations to avdid imposing unnecessary costs or
- red tape. A healthy, safe environment need not and should
not be incompatible with a healthy economy.

The Nation's investment in environment cleanup must
have the incentives and the flexibility to allow‘our most
- important environmental goals to be achieved at the lowest
cost. Unnecessary requirements which cause delays and
inerease costs will be removed. EPA will simplify and
consolidate its permit programs to reduce paperwork, red
tape and delays.

The Agency is beginning to introduce innovations which
allow firms the flexibility to find the lowest cost methods
of controlling pollution. I will submit legislation to
consolidate Federal funds for environmental programs at
the State level, thus giving the States more flexibility
tn use these funds to deal with their most preséing environ=
mental problems.

These and other changes we are making will assure the
American public that the money we spend on environmental
controls is the best investment we can make in our future

and our children's future.
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THE STATE OF FOOD AND AGRICULTURE

World fobd‘sééurity has been substantially improved
in 1978. For the third consecutive. year, good-to-record
crops were harvested in most parts of the world, pushing
supplies. to recond quantities and creating the opportunity
for people all over the world to improve their diets.

For the United States, 1978 was also a year of records.
Large food and record feed grain crops were harvested by
U.S. producers, re-emphasizing the U.S. farm sector's
capability to lead the world in productivity. But despite
. the’reeord crops which placed downward pressure on prices
here and abroad, our farm economy became stronger in 1978
and our agricultural trade reached record levels.

The value of U.S. agricultural exports reached $27.3
billion in fiscal 1978 =-- 14 percent above 1977's record.
.The volume of our farm exports was a record 122 million
metric tons -- up 19 percent from 1977. Agricultural trade
"made another record contribution to our balance of payments
-- $13.4 billion in fiscal 1978. Exports also accounted
for one out of every four dollafs the U.S. farmer earned.

Net farm income, which was $20.6 billion in 1977, is
estimated at over $28 billion for 1978 ~- second highest
on record. In constant dollars, this was the best yéar
since 1975. This was achieved while we met our domestic
needs, fulfilled our commitments to our overseas customers
and built reserves for future stability protection. This
recoverj in agriculture has been shared by crop and livestock
producers alike. Indeed, American livestock producérs
can now look forward to several years of good returns to
help them recover from the last four years which were marked

by poor prices and forced liquidation of herds.
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Part of the recovery in thetférm sector can be attributéd
to the programs and policies adopted by my Administration
and the Congress - which farmers have used to improve their
incomes and stabilize prices.
‘I am personally proud of the recovery our farmers ‘have

made.

~ INTERNATIONAL AGRICULTURAL TRADE

Over the paét 2 years, this Administration has worked
to reduce barriers_to international trade and to develop
new markets and encourage increaséd exports of agricultural
products. The Agricultural Trade Act of 1978, for example,
provides important new authorities for intermediate credit
- and the establishment of trade offices in major markets.
We have moved to estabiish new and stronger trade ties with
several nations, including Japan and the People's Republic of
China. Partly as a result of these efforts, exports of
U.S. farm produced goods are expected to reach a record
$29 billion in fiscal 1979 -~ 21 percent higher than 2 years
ago -- and contribute $15 billion to our balance of payments.
Unlike previous Multilateral Trade Negotiations, in
this MTN we have placed heavy emphasis on the lessening
of restrictions on trade in agricultural products. Our
efforts here should have a major impact on U.S. agriculture
in the future, by broadening our access to important ex-

isting and new international markets.

CROP INSURANCE

The Federal government now operates several programs
for the purpose of protecting farmers from economic losses
associated with crop failure. The experience of recent
years with these programs has demonstrated their many serious
shortcomings -- in the breadth of coverage, the'equity-of

program benefits, and the efficiency of program administration.
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We intend to propose again a éomprehensive, nationwide
all-risk insurance reform bill to the 96th Congress aimed
at providing fairer and more effective protection for
farmers, and at no additional cost to the taxpayer. Under
this proposal, several existing disaster assistance programs
would be consolidated into one comprehensife, share-the-
cost program to ensure against economic losses resulting

from natural disaster and other uncontrollable risks.

INTERNATIONAL EMERGENCY WHEAT RESERVE

The cornerstone of oﬁr‘ﬁoméstic”food and agricultural
policy is the farmer;owned grain reserve. In little more
than a year, we have built this into a 1.2 billion bushel
grain reserve -- the equivalent of more than a third of
our carry-over stocks from the past year. These stocks
remain under the ownership of those farmers who produced
them rather than in the hands of government or international
grain traders. This reserve provides a critical cushioﬁ
against shocks in the market caused by production shortfalls
either here or abroad.

We now need to establish the same sort of protection
for our international food aid programs. Accordingly,
the Administration will reintroduce legislation to authorize
the establishment and management‘of an international emergency
wheat reserve. This reserve will provide developing countfies
assurance that we will be able to fulfill our food aid
commitments. At thé same time, it will protect the domestic
economy from further inflationary pressures during periods

of grain shortages.

SUGAR

In the absence of Congressional passage of a domestic
sugar program in the last session, the Administration has
taken several further steps to assure domestic producers

of a fair return and consumers an assured supply at stable
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prices. To underscore Administration commitment to achieving
ratification of the International Sugar Agreement, I directed
that sugar imports from countries not party to the agfeement
be strictly limited to the levels permitted under thé agree-
ment for 1979. We have also asked for and received an
extension of the deadline for ratifying the ISA to June 30,
1979. In addition, at the end of last year, I issued a
proclamation that provides for a new, more flexible system
of sugar import fees protecting a domestic raw sugar price
of 15 cents per pound.

To help stabilize world sugar prices, to satisfy our
international commitments, and to protect our domestic
sugar producers, my Administration is committed to working
with the Congress to‘develop an effective, non-inflationary
domestic sugar program early in this session, and to achieve

.ratification of the International Sugar Agreement.

RURAL DEVELOPMENT

“”fhroughout 1978 my Administration took steps to make
existing Federal rural development programs work better.
For many rural areas, and for most rural residents, the
1970's have been a period of rapid growth and development.
Income levels have risen and large numbers of better jobs
. have been created in rural communities across the Nation.
Rates of population and employment growth for rural areas
have been substantially greater than for urban areas --
causing problems of unplanned rapid growth in some areas
but also reversing decades of rural out-migration and
economic stagnation. Nevertheless, rural Americans still
experience a disproportionate concentration of pressing
human problems:

o two-thirds of all homes lacking complete

plumbing are in rural areas;
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rural infant mortality rates are 10 percent
higher than urban ones;
70 percent of the rural poor and half of the
rural elderly have no automobile, causing great
hardship because of the distances to travel to
get access to basic health care, jobs, and
other social services;
while only a quarter of all Americans live in
rural areas, 40 percent of the Nation's poor

live there.

For too long the small town mayor, the rural COunty

official and the individual rural American have been

frustrated by a maze of Federal grant applications, require-

ments, eligibility standards, audits and deadlines which

have made it virtually impossible to address these rural

problems effectively.

For too many years, money and time has been wasted.

We are moving to address this chronic problem. In the last

year, White House Rural Development initiatives have resulted

in:

a commitment to build 300 rural primary health
clinies to serve 1.3 million Americans who
lacked access to care;

major streamlining of the rural water and sewer
grant process through which five agencies
distribute $2.5 billion in Federal funds each
year. The new process permits a singlé
application, single audit, single funding source
and single point of Federal contact -- at a
savings to local government of several hundred
million dollars each year along with a reduction

in processing time of as much as 15 months; and
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o] specially targeted rural job training programs
for rural disadvantaged in the water and se&er
and health support fields.

This effort to address rural problems will continue
and be expanded in 1979, addressing the problems of rural
transportation, housing, and economic development among
others. In addition, during the year I plan to articulate
a set of overall rural development principles and goals
which will guide the éctions of my Administration. These
principles will provide focus, direction and priority to
the myriad of now separate Federal actions and policies,

so that we can more effectively work to:

o] overcome the problems of rural isolation;
0 promote economic development;
0 meet basic human needs;

o protect the quality of rural life;

o assure equity in the administration of Federal
programs for which rural Americans are eligible;
and

o) build a more effective partnership among Federal,
State and local governments and the private sector
in meeting locally defined rural development
priorities.

Furthermore, several other Administration initiatives

will have an impact on the conditions in rural America.
We will make certain that the rural perspective is considered
as initiatives are developed in sﬁch areas as welfare

reform and national health plans.
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FOREIGN POLICY PROGRAM

THE CONTINUING CHALLENGES OF CHANGE

When I took offiéé two years ago this month, I was
convinced that America had to pursue a changed course in
a world which was itself undergoing vast change.

In the midst of this accelerating change, America's
choice lies between facing chaos or building with other
towards a true world community. Our foreign policy accepts
the latter responsibility both because of our basic belief,
and because of America's critical role in the world.

To this end, we must have four broad objectives:

o] to buttress American power on which global

security and stability depend;

o to strengthen our relations with other nations
throughout the world in order to widen the spirit
of international cooperation;

o] to deal constructively with pressing world problems
which otherwise will disrupt and even destroy
the world community we seek;

o to assert our traditional commitment to human
rights, rejoining a rising tide of belief in the
dignity of the individual. |

Progress towards these goals depends first on our
ability as a Nation to work together in the common interest.
During the coming year, the Congress, the Executive, and
the public will be addressing an unusually wide range of
international issues. The action taken will have an impact
on oﬁr Nation's position in the world for many years to
come -- in establishing a secure nuclear balance, in

developing closer relations with the world's most populous
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Nation; in achieving an historic step towards peace in
the Middle East; or in setting the pattern of trade relations
during the next decade and beyond.

This report elaborates on my address to the Congress
and, in particular, concentrates on the issues in which
the role of the Congress will be most important to realizing
our national goals. In each case, the challenge is clear:
to exercise strong American leadership with others to shape

change rather than permit change to shape us.

AMERICA'S MILITARY STRENGTH

Elsewhere’in this report I have described the domestic
programs and policies required for a just, united and
productive America. The maintenance of American military
strength is essential to a successful foreign policy that
safeguards our freedom, our accomplishments and our friend-
ships. In a world of accelerating change, fraught with
potential danger and uncertaiﬂty, and marked by a continuing
Soviet military buildup, we must have, together with our
allies, unsurpassed military capability to deter attack
or attempts at political coercion. Moreover, we must have
the military force to mount an effective defense at any
level of hostilities where our vital interests are
jeopardized.

The defense budget which I have presented to the
Congress funds a program of prudent investments that will
ensure the effectiveness of our strategic and conventional
military.posture. It will:

0 begin full-scale development of a new, more

survivable ballistic missile system to enhance

the ICBM component of our strategic triad;
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o maintain the Trident submarine and missile
programs, increasing the security, striking
power and the range of our submarine force;

o extend the effectiveness of our bomber force with
the addition of air-launched cruise missiles;

o pursue a vigorous program of research and
development in cruise missiles, aircraft and
other systems to ensure the continued technologi-
cal superiority of America's nuclear deterrent.

In addition, the defense budget I have submitted this

week will strengthen our conventional capabilities to
fulfill our commitments to our major allies and friends

and retain a credible military presence in both the
Atlantic and the Pacific. We will continue to add armor
and firepower to our infantry and build a more modern,
smaller aircraft carrier which, together with more frigates
and destroyers, will improve the effectiveness and flexi-
bility of our surface fleet. <

In NATO, we have already achieved important progress

toward making the Alliance more effective in the changing
security environment.

o) We helped launch the Alliance's Long-Term
Defense Program to offset growing Soviet
modernization of its deployments in Europe.

The LTDP will increase NATO military capabilities
through better coordination of defense efforts,
increased investment, and more modern equipment.

o We removed, with the support of Congress, a
serious obstacle to strengthening Turkey's
defensive capabilities and made further progress
toward the reintegration of Greek armed forces
into NATO's military structure; both these
efforts helped repair a serious deficiency on

NATO's southern flank.
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o We neared final agreement with the Portuguese

on the renewal of our base rights in the Azores.

The provision of adequate military as well as economic
assistance to Turkey, Portugal and other allies and friends
in need will be a matter of high priority during the
coming year.

NATO's strength is growing. In 1979, we can further
that encouraging process by standardizing more of the
Alliance's equipment and improving Allied readiness. The
proposal I will soon put before the 96th Congress calls
for the authorization of intergovernmental agreements to
simplify logistical problems both in peacetime and during
any period of hostilities. Such agreementé will permit
the U.S. to reinforce NATO more rapidly and provide more
effective defense at lower cost.

We also intend to maintain a vigorous American military
presence in the Pacific. Successful completion of a
revised military base agreement in the Philippines, following
ten years of negotiations, provides an essential undebpinning
for our military capability in Asis.

Congressional authorization for the transfer of military
equipment to the Republic of Korea was another conﬁribution
to assuring the security of Korea and Japan. Both actions
unmistakably signal not only our desire to promote East
Asian stability but our intention to remain a concerned,
involved and responsible power in the Pacific.

The essential task of improving our military posture
must also be accompanied by increased efficiency. I take
this opportunity to thank the Congress for its support
last year of our actions to reduce waste and needless
duplication in our defense budget. Vigorous cost-saving
efforts will continue this year in order to assure that
the United States will possess strong military forces at

the lowest possible cost.
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BUILDING THE COMMUNITY OF NATIONS

Militaryvstrength is essential to peace but cannot
alone guarantee it. The system of cooperation we have
with the rest of the world is a fundamental component of
our own security. Our best hope for a safer America and
a peaceful world resides in the building of closer ties

with as many nations as possible.

THE MAJOR ALLIES

Throughout 1978, the North Atlantic Alliance and the
growing partnership which links us with both Western
Eﬁrope and Japan remained at the heart of our foreign
policy. The cooperaﬁion we share with those whose purposes
and traditions are closest to our own is strong and growing
stronger.

Through our summit meetings, and through an unprecedented
pattern of consultations at other levels of our governments,
we are working together on virtually all of today's most
critical issues.

o) together we are seeking to reduce the risk of

nuclear confrontation;

o we are working on ways to strengthen the common
defense;
o] we are attempting to promote a peaceful transition

in southern Africa;

o] we are striving to resolve conflicts in the
Eastern Mediterranean to support a just and
lasting peace in the Middle East and to maintain
stability in the Persian Gulf;

o we are contributing to a sounder international

economy;
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0 we are consulting on the issues that confront
all our societies: the problems of youth and
age, family and community, growth and
conservation -- in short, advancing our democratic
ideals at home in a time of change in each of
~our countries.
America's role eSrhost for the NATO summit meeting
in Washington last spring, and our attendance at the
seven-nation economic summit in Bonn last summer, symbolized
American commitment to the strength of relations with Europe
and Japan. I look forward to meeting these and other allied -
leaders at the Tokyo Summit next June, where we will con-
tinue the essential effort to deepen further the cooperation

between us.

A WIDER COMMUNITY

The changing realities of political and economic
interdependence require that we strengthen our ties throughout
the developing world and seek to improve relations with
Communist nations as well.

My trips to Nigeria, India, Saudi Arabia, Iran, Brazil,
and Venezuela underlined American sympathy and support for
the international roles these countries are playing in the
process of world change. Strengthened consultations with
the ASEAN nations serve the same end.

My trip to Mexico early next month will be a part of .
this process; Mexico is important to us not only because
it is a neighbor but also because it is one of the most
vigorous democracies in this Hemisphere and a leader in
the developing world. As neighbors, we share an agenda
of common concerns -- trade, migration, economic growth
and social development -- that provides an opportunity to

establish a uniquely productive, cooperative relationship.
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My trip to Poland and the visits of Secretary Vance
and Secretary Blumenthal to Hungary and Romania underscore
the importance we attach to better relations with the nations
of Eastern Europe. The support of the Congress for our
policy toward Eastern Europe has provided a strong foundation
for building a stronger economic, cultural and political
relationship -- a process that will continue to go forward

in the coming year.

CHINA

The arrival next week of the first leader of the
People's Republic of China to officially visit Washington
will give us an early and welcome opportunity in the new
year not only to cement the ties of friendship and
hospitality between us but to emphasize Qur expectation
that our relationship with China will be a constructive
one. It will contribute to diversity in the world and to
peace and stability in Asia. It is not directed against
the intérests of any other country.

To fulfill the promise of this new era in Sino-American
relations, we will require legislation and support from
the Congress. Such legislation is particularly important
to facilitate continued trade and other relations with the
people of Taiwan through non-governmental instrumentalities
‘and to assure continued peace and prosperity there. This

has very high priority in our legislative program for 1979L/‘"

USSR
We seek bettervrelations with both the Soviet Union
and. the People's Republic of China. Doing so is profoundly
in the interests of our Nation and of global security.
I therefore would like also to welcome President Brezhnev
to our country in the near future. At that time we would
hope to conclude an agreement curbing the strategic arms

race. There are other areas where our two nations can work
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constructively together. These include a comprehensive
nuclear test ban treaty; limits on Indian Ocean deployments,
and on the transfer of conventional arms; and restraint in
areas of turbulence and tension. Such cooperative effort
would do much to make the world a safer place for all.

We will never. ignore Soviet actions which challenge
our ﬁnterests. We both have a responsibility to our peoples
and the wofld to maintain a pattern of detente which is

genuinely reciprocal and broadly defined.

DEALING WITH WORLD PROBLEMS

A true Qorld community cannot be fashioned or endure
so.long as the weapons of war multiply and spread, so long
as ancient disputes fester and the demands for justice
.are unmet, so long as much of mankind remains impoverished
and without hope.

As I emphasized in my State of the Union address, the
need to curb the strategic arms race has never been more
urgent. It increases the risk of nuclear war. It is a
needless competition that draws away scarce resources we
need tovinvest in other areas of our Nation's strength.

It undermines America's security.

The conclusion and ratification of a satisfactory
SALT II Treaty with the Soviet Union ié therefore among
our top priorities. It will make a major contribution to
enhancing our loﬁg-term security, while keeping open our
options to carry out needed modernization of our strategic
forces and preserve our deterrence.

We will take whatever time is necessary to negotiate a
sound, verifiable agreement. I am convinced that once the
American people and Congress have had a chance to examine
the terms and benefits of this Treaty -- and consider the
shape of our future without it -- they will conclude it

serves our vital security interests.
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We will continue to consult the Congress as we proceed
this year with other important arms control negotiations:
on a comprehensive nuclear test ban; the prevention of
anti-satellite warfare; mutual and balanced force reductions
invEurope; and limits on the rising tide of conventional
.arms transfers.

‘'The risks inherent in the proiiferation of nuclear
technology figure prominently among the dangers to the
world community. Although we and the rest of the world
still have far to go in dealing responsibly with such
risks, the United States took an important step last March
with the adoption of the Nuclear Non—ProliferationvAct.

For the first time in our history we estabiished comprehensive
legislation covering international cooperation in the nuclear
field and the export of nuclear-related materials. To build
on that promising beginning throughout 1979, we need

progress in the following areas, both nuclear and non-
nuclear:

o] The International Nuclear Fuel Cycle Evaluation

(INFCE), a 53-nation effort, can help us
develop a new international nuclear fuel
consensus that will adequately balance energy
needs with non-proliferation concerns. We
continue to believe that better alternatives
exist to the commercialization of dangerous
breeder reactors and we will cooperate as fully
as possible with other countries in exploring
those alternatives.

o] We will seek more substantial progress in the
problem of managing nuclear waste and in
attractiﬁg greater international support for the
acceptance of nuclear safeguards. I ask ﬁhe

Senate to ratify the treaty on the IAEA Voluntary
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Safeguards Offer which will provide concrete
proof of our belief that international safeguards
do not interfere with the successful development
and operation of commercial nuclear power.

o] I will call for early Senate ratification of
Protocol I of the Treaty of Tlatelolco, which
Wwill contribute to the lessening of nuclear
dangers for our Latin American neighbors; the
U.S. and Cuba are now the only countries in our
Hemisphere which have not yet ratified that

Treaty.

REGIONAL CONFLICT AND TENSION

Cur'biri'g tﬁé means of war cannot in itself remove the
threat of war. For that, we must seek to resolve conflicts,
ease tension and build trust. The urgency of this task
and its importance to the United States and the world is
nowhere more clear than in the Middle East. Though there
has been great progress, the goal of a just and lasting
settlement 'in that troubled part of the world still eludes
us. No one who has looked at Middle East history can/
harbor any illusion about the difficulties ahead. Yet we
have made great strides toward a final peace agreement
between the two principal adversaries in the Middle East.
The differences which they havebovercome far outweigh the
issues which still divide them. Israeli and Egyptian
commitment to peace will provide an indispensable step
toward peace between Israel and all its neighbors and
foster the stability and orderly change we favor for the
entire Middle East region. Peace will permit us to
strengthen our ties with the Arab states in the region and
enhance our relationship with Israel, a relationship which

will always be special to us.
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In 1979 I will count on the continued collaboration
of the 96th Congress on behalf of our efforts to gain and
maintain peace throughout the region. The support of the
Congress and the American people for a purposeful role in
that region is particularly important in light of the
tumultuous events taking placé in Iran. Since the end of
the Second World War, the United States has maintained a
close relationship with Iran and it has a vital interest
in Iran's independence and integrity. The people of Iran
should shape their own future without foreign interference.
That is the policy of the government of the United States
and we expect it to be the policy of all of Iran's

heighbors.

AFRICA

Congressional support for peace, stability, and
orderly change are essential in other tense regions, as
well.

In Southern Africa we are trying to help bring about
a peaceful transformation to majority rule which will
avoid growing bloodshed between whiﬁe and black and deeper
intervention by the Soviet Union and Cuba.

Together with our European allies, Canada, and African
states directly concerned, we are making progress toward
the independence and majority rule of Namibia -~ a step
that would have a positive impact on the evolution of -
events in Rhodesia and elsewhere in Southern Africa. We
are heartened by the support of the African leaders who
have worked with us in efforts to resolve the Namibian and
Rhodesian issues.

Congressional repeal of the Byrd Amendment was
essential in enhancing our credibility in the effort to

avoid a gathering war and further Soviet and Cuban gains
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in Southern Africa. We will consult closely with the
Congress during the coming months, as we seek the most
constructive role we can play. It will be increasingly
important to maintain our position of impartiality
among the parties so we can help them resolve their

~differences should they choose the path of peace.

LATIN AMERICA

| In our own Hemisphere, we can point with pride to
the cooperative spirit which enabled us to change, in
mutually beneficial ways, the basis of our relations with.
Panama. Senate approval of the two Panama Canél treaties
last year has improved the quality of our historic rela-
tionship not only with Panama itself but with our friends
in every part of Latin America. By that act, our country
helped demonstrate its ability both to protect major
security interests and to deal with smaller nations with
dignity and mutual respect. Congressional action to pass
the necessary implementing legislation for these treaties
before the October 1 deadline will ensure that the Canal
is efficiently operated during the transition to a new
partnership with Panama.

The treaties and implementing legislation, like our
efforts to help the people of Nicaragua find an enduring
democratic solution to the current crisis there, are
important to the future stability of Central America as
a whole and the strengthening of our new and mature

relationship with the nations of all Latin America.

THE INTERNATIONAL ECONOMY

Iﬁhour daily lives, we are constantly reminded of
the importance of a healthy world economy to the strength
of our own. We see this in the wages of our workers who
produce goods for export, in the choice of goods for our

consumers, in the price of energy.
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We must work closely with other countries to ensure
that the world economy can steadily develop through non-
inflationary growth, while together we manage the use of
its resources and protect our environment.

The focus for much of this effort during the past year
was the Bonn Economic Summit. We worked out a strategy |
of cooperation with our partners to improve the world
economic situation: within the framework of those Summit
decisions, West Germany and Japan have taken measures to
stimulate their economies while we are giving top priority
to fighting inflatioﬁ. Our actions, along with those taken
by other Summit participants, are leading to a convergence
of economic policies that will strengthen the global
economy.

We have strengthened the dollar by working out
arrangements with other countries to counter speculative
disorder in currency markets. Since I announced my dollar
stabilization measures last November, ﬁe'stopped the
dollar's decliné in value against other currencies and
have actually increased the dollar's value by around iO
percent against several major currencies. Moreover, we
have announced a multi—féceted program to increase U.S.
exports, which will benefit American farmers and workers,
while further strengthening the position of the dollar.

We are now close to new agreements with our trading
partners to establish a fairer, better operating and more
open framework for world trade.

The American people have a vital stake in Congreséional
approval of these agreements. Ten million American jobs
depend on our exports. Every third acre of our farmland
produces for sales abroad. Two-thirds: of our imports are

essential raw materials or goods we camnot readily produce.
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At a time of difficult strains in our own economy,
there is always an impulse to abandon our commitmént to
an open world trading system. But the costs of such a
course to the American people would bé enormous. Each
American family would pay more for what it buys and would.
have less choice in the goods available. Inflation would
be fueled. Jobs would be jeopardized, for protectionism
against our trading partners breeds protectionism by them
against us.

I am convinced that our economy can adapt to changing
patterns of world trade in ways that protect the future
of our workers. We can compete effectively in the world
economy. The new trade agreements give us the opportunity
to do so.

Our programs of economic development assistance
abroad are also an investment in our own future as well
as the future of 6ther nations. Our most rapidly growing
markets lie in the developing world. By helping the people
of these countries, we not only help extend their oppor-
tunities for a better life, we help ourselves. By demon-
strating to their governments that we are concecerned for
the well-being of their people, we encourage their
increasing cooperation with the West on a broad range of
issues.

I therefore urge Congressional approval of the funding
ﬁe propose for ouf bilateral assistance programs and our
participation in the work of the multilateral development
banks and UN agencies.

My proposal to establish a Foundation of International
Technological Cooperation reflects our recognition that
scientists in many developing nations are ready to work
in collaboration with our technological institutions to
solve the great problems of health, nutrition, productivity

and other aspects of economic development.
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Key commodity agreements can also help us deal with
‘the legitimate needs and interests of the developing
countries. Senate ratification of the International
Sugar Agreement, which we signed last year, along with
price support legislation will stabilize prices for that
. important commodity. We have pledged a contribution to
the International Tin Agreement, and we will conduct
negotiations on a rubber accord.

Efforts to build a stronger international economy
are directed not simply at managing economic relationships
among nations, but at improving the lives of individual
people around the world. For it is the lives of individuals

which define the success or failure of our foreign policies.

REASSERTING AMERICA'S VALUES

‘Ameribafé future is best secured in a world community
of .decency, justice and compassion.

The effort to make human rights a central component
of our foreign policy comes from our deepest sense of
ourselves as a humane and freedom-loving people. We do
not make our standards the precondition for every relation-
ship we have with other countries; yet human rights can
never be far from the focds of our thinking or we violate
our own best values.

In the year just passed, some have quarrelled with
the timing or the tactics of our emphasis on human rights
abroad. Others have pointed to our own imperfect record
on human rights at home. Yet few can dispute an important
fact of this experience: our concern for human rights has
met with great resonance in the world at large. The
very term has entered the language and become imbued with
an everyday familiarity that was simply unknown little

more than two years ago.
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We believe our efforts have contributed to a global

awakening:
o} thousands of political prisoners have been
freed;
o) in several countries, torture of prisoners has

been significantly reduced or eliminated and
trials are more often open to the public;

o) open advocacy of human rights has occurred in
nations where the concept was heretofore
forbidden;

o) international organizations such as the UN and
the 0AS now have vigorous human rights commissions
for the investigation and airing of human rights
violations and the Commission on Security and
Cooperation in Europe has helped to make human
rights an institutionalized part of the inter-
national agenda on both sides of the Atlantic;

o in a number of key nations around the world,
democratic institutions are being strengthened
as democratic values are reasserted.

Americans can be proud of the leading role their

government has played in advancing this process. I now

ask the Congress to take action in 1979 which will further
strengthen our human‘rights record. I have signed four
important human rights treaties, including the Convention

on Racial Discrimination, the International UN Covenants

on Economic and Social Rights, and on Political and Civil
Rights, and the Inter-American Convention on Human Rights.
Senate ratification of these treaties will firmly align

our Nation with the growing forces for rule of law and

human dignity in this world. Similarly, I call upon the
Senate finally to ratify the Genocide Convention. The
United.States.is one of the very few countries which have not
yet ratified this convention; this anomaly should be corrected

at the earliest possible moment in this Congress.



81

I am also proud of the efforts we have undertaken
this past year to alleviate the plight of refugees from
the far corners of the world, particularly those fleeing
the troubled Indochinese peninsula. We have done a great
deal to reduce suffering among these desperate people and
to provide many of them with a possibility of a new home
and a new start. |

We will continue to do our part and to encourage
others to increase their financial assistance and oppor-
tunities for resettlément. I hope to cooperate closely
with this Congress in the passage of new legislation
which will allow us to focus U.S. assistance more effi-
ciently in working toward the solution of this global,
human problem.

Our challenges reflect a single fact: the pressure
of accelerating change in our century. wé need not fear
this phenomenon; indeed, we should welcome it. Change
has not been merely a challenge in American history; to
a very real degree, it has been our Nation's charter. We
- have not prospered and grown for more than two hundred years
by worshipping the status quo. In building our Nation and
confronting the many tasks which history has assigned us,
we have found change to be our natural element.

We should approach a world of change with the
confidence of a Nation whose strengths are unmatched.

Our military forces are strong and growing stronger. Our
technological and industrial capacities are unsurpassed.
Our allies are strong and reliable. Our way of life, and
what we stand for as a Nation, continue to have magnetic

international appeal.
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I do not pretend that change comes'without cost. I
do not pretend that it comes without pain. Neither the
visionary men of the 18th Century who founded our Republic,
nor the citizens of conscience who opposed slavery in the
19th, nor the men and women of the 20th who led us success-
fully through two world wars looked upon change as easy.
They did, however; look upon it as inevitable.

So it was in the beginning of our country, so it has
been through all the stages of our history. The future
has always brought Americans to a higher level of national
achievement as long as we were willing to invest the time
and the energy and the imagination toward shaping that
future ourselves.

_As we begin a new year, I repledge my Administration
to that time, that energy, and that imagination. Together,
America's Congress, its people, and its President cannot
only master the many challenges of change, but make them
a part of our Nation's purpose in the world. In so doing,
we can bring America closer to that "more perfect union"
of Jefferson's dream in a wider and more secure global

community congenial to our values, interests and ideals.
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Thus, they believe that failure to provide the additional MAP could
frustrate our efforts to negotiate the Azores base agreement and
undermine our efforts to get more allied aid for Portugal's armed forces.

I recognize these very real concerns, but believe a high profile $21
million budget amendment for Portugal at this time is not warranted, .

® The 1978 and 1979 budgets also included substantial MAP for

- Portugal even though no agreement had been reached on renewal
of the Azores agreement. These annual increments of MAP have,
therefore, served both as an implicit quid for continued access
to Lajes pending formal renewal of the agreement and as an
expression of our larger interests in Portugal as a NATO ally.

When State presented the original $120 million quid offer, they

" noted that "the Portuguese understand (the $57 million MAP provided
in 1977-78) is already part of the context in which formal negotiation
will finally take place." The idea. of an additional "regular" program
surfaced only last summer. . A B

Despite OMB efforts to clarify whether a "regular" program was also
contemplated, State's position remained ambiguous through the entire
budget process, ‘including the appeal when Warren Christopher did.
not raise the issue. In . these circumstances, I feel State and our
military and diplomatic representatives abroad have exceeded their

,,,,,

additional .to a regular MAP program of about $20 milTion.

I am unaware of any precedent for considering a military aid program
offered as a quid for military bases as entirely separate from a
regular annual program level. In the recent example of the
Philippines base agreement, the $50 million MAP component of the

- 'quid included the 215 million already planned in both 1980 and 1981.

There is a legitimate reason for considering the SSA component of

the quid separately, because it directly benefits the Azores. All

the MAP aid, however, goes to Portugal's armed forces. The distinction
that part of the MAP is for quid and part to signal our poelitical
support for the military and NATO objective is arbitrary.

"to expect the U.S. to carry an undue sharé of the burden of shoring

'up Portugal's military. Despite strong statements of good intentions,
to date, only West Germany has made a significant contribution and
that has been limited to 18 refurbished M48A5 tanks, 22 obsolescent

; %£91 gr?und attack aircraft ($26.5M), and an offer of wheeled vehicles
$17.5M). ‘ :

(DOWNGRADE TO CONFIDENTIAL UPON REMOVAL OF SECRET ATTACHMENT)
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THE SECRETARY OF STATE
WASHINGTON

(with SECRET/EXDIS attachment)

January 17, 1979

'MEMORANDUM FOR: THE PRESIDENT

FROM: Cyrus Vance Y/

SUBJECT: Request for New Authorization to
. Negotiate a Renewal of the Azores
! . .Base Agreement; Request for
' -~ Additional Grant Military Assistance
for Portugal

I am coming back to you for additional
assistance to Portugal in FY 1980 in full real-
ization that budget figures are already set.
However, I strongly believe that the great
importance of our aid relationship with Portugal
warrants review. The unhesitating concurrence
by the Portuguese for the use of the Azores
base for. the F-15 deployment to Saudi Arabia
dramatizes the critical role of the base as
well as the full cooperation we can expect
from our present close relationship with the
Portuguese Government (messages from Ambassador
Bloomfield and General Haig are attached).

The purpose of this memorandum is twofold:
(1) to secure your approval to raise our offer
for a 9 year (1974-83) Azores base agreement
renewal from $120 million to $140 million; (2)
to offer an additional $21.2 million in military
assistance for Portugal in FY 1980 outside the
base agreement to sustain our present excellent
relations with Portugal.
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You have already approved a $120 million
" negotiating authority to conclude an Azores
~base agreement with the Portuguese. There are
firm indications that the Portuguese Government
is ready to conclude a base agreement. - We think
that it would accept $140 million which we, DOD,
and NSC find reasonable. This would be disbursed
over the next four years. In a separate Tarnoff/
MeIntyre memorandum dated July 7, 1978 we set
- forth the rationale for this increase (attached).
No additional funds are required in FY 1980 for
this purpose. The FY 1980 budget contains $30
million in military assistance and $50 million
in economic assistance for Portugal. OMB has’
earmarked the $30 million as base military quid;
$15 million of the $50 mllllon can go to base
economic quid.

This, however, would leave us with no
Military Assistance Program (MAP) for Portugal
in FY 1980 beyond the base quid; the Portuguese
Government also expects us to continue a program
of grant military assistance to develop the NATO-
designated brigade - our initiative and the
¢centerpiece of the modernization and depolitici-
gation of the armed forces.

o I therefore recommend that you raise the
FY 1980 budget mark by $21.2 million in MAP.
for Portugal.

- The impact of these funds will be crucial
for a number of reasons: (1) to help secure
vendwal of the Azores base agreement -- a vital
link in our security system -- for a reasonable
sum} (2) to sustain Portugal's still fragile
democracy which is heavily dependent on us _
mateérially and psychologically; (3) to encourage
the continued depoliticization of Portuguese
Axmed Forces while equipping them to become
& c¢credible component of the NATO force




structure. The dividend from our assistance
over the past three years has been substantial
~-- Portugal's emergence from a repressive
dictatorship to a democratic government
devoted to the economic betterment and human
rights of its people.

If the additional funds are not approved:
(1) the Portuguese Government may well w1thdraw
its proposal and up the ante on the base nego-
tiations in order to compensate - a speedy
conclusion would become impossible; (2) the
reduction in regular. MAP (outside of the base
agreement) from $25.9 million in FY 1979 to
zero in FY 1980 would send negative signals
about our support for a depoliticized, NATO-
oriented Portuguese military and for Portuguese
democracy in general; (3) the disillusionment
"of the military could begin a downward trend
in our relations which could lead to restrictions
on the use of the base; (4) our oft-stated
position to our NATO allies that they should
contribute more not less to modernize the
Portuguese armed forces would be seriously
undercut.

Wevhave'examined the alternatives and
find none to be feasible. An offer of $21.2
million in a Foreign Military Sales loan
rather than grant MAP would increase Portugal's
foreign debt by that amount plus 9.4% interest.
This directly contradicts the economic policies
we and the International Monetary Fund have
successfully urged the Portuguese Government
to adopt to cope with its severe economic
.difficulties. Continuing budget stringencies
argue against planning to provide for any MAP
for Portugal after fiscal years 1980 and 198l.

COSRETIL
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Recommendations:

1. That you authorize an additional $20
million (an increase from $120-$140 million)
to conclude the Azores base rights renewal
agreement for the 9 year period (1974-83).

Approve y/ | Disapprove

2. That you authorize us to offer $21.2
million in FY 1980 MAP for Portugal in addition
to the $30 million MAP provided in the base
agreement, the minimum necessary to maintain
our excellent relations with Portugal.

Approve ) .Disépprove

Attachments:

1l - Messages from Ambassador Bloomfleld
and General Haig

2 - Tarnoff/McIntyre Memorandum

CONFREATIL
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The follow1ng is a message from General Haig received
January 3, 1979: :

"l. I understand that a final decision on the MAP for
Portugal is pending. In this regard I am concerned that
any attempt to eliminate either MAP or the base rights quld
by some combination of the two or an "either-or" approach
is unrealistic and - would be counterproductive in the
extreme for U.S. and alliance interests. This message
summarizes and reiterates arguments previously made in
references as well as in various other messages since
1975 which advocate continuing Portuguese MAP, distinct
from any Lajes quid, at the level of at least $30 million
per year. ’

"2. Amb Bennett presented the case as eloquently as it
has ever been made in his message of 5 Dec (ref D) in
which he stated we can expect little support from allies
if we do not continue Portuguese MAP. This would be most

- unfortunate since the Portuguese are on record in NATO as
praising the reliability of the U.S. MAP - a quality as
important -to them politically and militarily as the actual
materiel provided. As Amb Bennett noted, a fundamental
alteration of MAP levels would send the wrong signals to
.allies and would come precisely at the time when European
nations in direct response to the U.S. lead are at last
beginning to make the legal and political moves necessary
to assume a larger share of the assistance effort.

"3, Implicit in Amb Bennett's message and explicit in my
earlier ones as in those of Amb Bloomfield (e.g., ref E),
is the practical impossibility of convincing the
Portuguese that the U.S. was committing anything but a
major breach of faith by attempting to combine MAP and
the basing rights quid. These two entirely separate
programs have always had separate objectives with the
potential for even greater positive effect in the future
at very modest cost. Admirals Kidd and Train (Refs F and
G) have both noted the impact of losing use of Lajes
which is so key to our ability to reinforce allled
command Europe.

" DECLASSIFIED
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"4. We see no way that the Portuguese military can be
turned away from politics unless they have a non-political
goal on which to focus. Since 1975 that goal has been
orientation towards NATO's common defense. . Realistically,
this reorientation cannot be sustained without continued
modernization of the obsolete Portuguese armed forces.
Portugal has necessarily counted on U.S. MAP, other
U.S. military assistance related to the Lajes quid, and
NATO-wide military assistance through the Ad Hoc Group.
Without all three, Portuguese force modernization will
quite likely fail. In such an event, the Portuguese
military can be -expected to turn again to politics
with only the most adverse results for the present
moderate government in Lisbon. Alternatives could only
be offered by the extreme right or extreme left. In this
regard we should all bear in mind the fact that Portugal
is not beyond the danger of another takeover by extremists.
The U.S. has championed President Eanes and his moderates
as a new regime which stands steadfast against extremism.
We should not lose the hard won ground on which we have
thusfar invested relatively little in the way of financial
and other resources.

"5. In the case of vital U.S. national as well as alliance
interests a MAP of at least $30 million amnually is needed
separate from the $60 million military portion of the
Lajes quid which Portugal confidently expects of Washington.
It is clear that failure to meet both "commitments" (as
perceived by the Portuguese and our other allies) will
quite likely destabilize the internal situation of Portugal
and have consequences which will cost much more than $38
million annually to undo -- if indeed those consequences
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. MEMORAND™?. FOR MR. JAMES T. McINTYRE
. OFFICE OF MANAGEMENT AND BUDGET

-

’,Subject;'.ﬁgneﬁal.bf Us Base'Rights in the Azores

On June 10, 1977 your offlce advised that the'
President had approved a Department oF State reconmmen-—
dation to offer the Portuguese Goverrment $120 million
in grant economic and military assistance in return
for a l0-year (retroactive to 197A) renewal of US
rights to use the Lajes Air Base in the Azores. We-
presented that offer to the Portuguese Government
on June 17, 1377 (soe Tab 1).- '

Duc to the domestlc polltlcal crisis, which-
culminated late last year in a change of government,
and because oI continulng differences between the
central government and the Azoreans, Lishon was
unable to respond to our offer until May 31 of this
Year. At thnat time the Portuguese made a counter-

. proposal for $160 million in US grant assistance
($100 million in economic and $60 million in military
assistance) in return for an eight-year renewal agree-
ment. In addition, the PortugueSﬁ tabled several
Azorean reguests concerning labkor reistions at the
Lajes base. Ve told the Portuguese that their pro-
posal was not acceptitable to us, thzt $160 million,
was too much, and that eight years was too short a
time considering that a rereugl world be retrozciive

_to February 1974. : '

Subee"uen*ly the GOP stated that $140 mllllon in
US grant assistance ($80 million in economic and .
"$60 million in military) would be acceptable to
. the Por tuguds® Government fdr a seven-year agreecment.
They also ucreed Lhat discuégsion on labor relations
: e " DECLASSIFIED
: Per; Rac Proiect
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* .at the base should be dealt with at the technical
- level and not be spelled out in the exchange of
diplomatic notes which: w1ll conprlse the renewal

-'agreement . S ) _/’/,//'

Ambassador Bloomfleld has recommended that we
now present to the Portuguese a final offer of $140
‘million for a nine-year agreement. We believe that
an offer of that size is reasonable considering the
virtual irreplaceability of the Lajes base and our
interest in assisting the Portuguese economically
-and militarily. Ambassador Bloomifield believes that
the Portuguese will accept such an offer. -

The Departrent therefore,requests the President's
approval for a suggestion to the Portugquese, subject
- to annual authorization and appropriaticn by the .
Congress, that the US would be willing to offer the :
following ‘on the basis of.a nine-year exten51on of the
1951 Lajes agreement~f ; . . _ S

(Millions;of dollars in each.fiscal year):

1980 1_981" 1982 .1983  Totals
Grant econo~: m~ﬁ«_;§m P : N
mic aid for 15 20 20 ° .25 80 -
" the AzOIes : : : .

Grant MAP 30 30 " © 60

Yearly rate 45- 50 20 25 /to.

Whether the econonic poftlon of the agreement
should be funded by AID orx by Defense nay be resolved

at an a63Vhwrla e tire in the bhudgei nrocess. AID
believes this item to be inapprepriate 'o* its
budgot bus :::’4 be willing o cdminizior such &

‘program if reguested to do sO by Stvate and Defense.-
State and Defense prefer the existing precedents,
ie. reliange on SSA, MAP gnd IMET (mlllLary tralnlng
accounts).a»- . :
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B The a551stance ‘which we will provxdq,as a result
- of a base renewal agreement is only a part of our
larger effort to help the Portuguese malqtaln and .
strengthen their fledgling democracy. The'next few .
years will be critical for Portuguese democ‘acy _
as the government attempts to contain rising popular
" @iscontent at a continued decline .in living standards
- and satisfy a disillusioned military at the same time
that it carries out tough IMF-mandated austarity
measures.  Therefore, State is considering reconmendlng
that economic assistance (1nclud1ng PI~-480) and grant
MAP be furnished to Portugal in FY 1980 and FY 1981
outside the context of a Lajes agreement. For OMB's
planning purposes the following chart contains -
the Embacssy's estimates of assistance which would
- be provided outside the context of a base agreement:

(Millions of dollars in each fiscal year)

o S | T 1380 1981
'Ecbnbmid ;ssistance'_v '100»:'5- =77
PL~-480 T : | .
(Title I loans) S50 .50

Crant.MAPi,_.";m"_u;_ﬁm:_720". 20

'HoweVer, final determination of proposed assistance
“levels will not be made until after completlon of the *ﬁf’”

annual ZBB exerc;se.

S Petur Tarr\_*
. .. Executive Sccretary

Attachnnnt S g
1) Benson-Lance letter of April 21, 1977
2) Cut*br Benoon Jdettdr of June 20, 1977
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